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SUMMARY. 


The taxation of mortgages condemned by most economists, 1-3; 
but retained on the statute books of most States, 3-4; the experience 
of Wisconsin throws light upon this conflict of authority and practise, 
4-12; and indicates that taxation of mortgages under the general prop- 
erty tax will prove innocuous in some places, 12-15; but harmful in 
others, 16; the conditions under which shifting will probably occur, 
17-20; leading to the conclusion that mortgage taxation should 
be limited in rate, if imposed at all, 21; and is generally inexpedient 
not because the tax is necessarily shifted, 22, 23; but because it is part 
of a vicious system of personal taxation, 25-27. 


Amone the academic economists who have expressed 
decided opinions concerning mortgage taxation, the seeker 
for guidance in this troublesome problem finds not only 
a normal difference of opinion concerning remedies and 
reforms, but curiously contradictory impressions about 
the fundamental facts which condition the problem. 
According to Professor Plehn, “mortgages are generally 
easily taxable.’”’* According to Professor H. C. Adams, 


' Introduction to Public Finance, p. 225. 
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“it is impossible for assessors to discover mortgages.”* 
Professor Ely sees in this problem an unpleasant alter- 
native between overtaxing the debtor and permitting the 
creditor to escape. According to Professor Daniels, how- 
ever, the mortgagees actually are tempted to rush into 
debt in order to escape taxation? Between the Massa- 
chusetts system and the California system the average 
economist usually finds all the difference that distinguishes 
virtual mortgage exemption from effective (even tho 
costly and undesirable) mortgage taxation, but in the 
same breath Professor Seligman commends both,’ seeing 
between them apparently a bond of real economic kinship. 

And so similarly with respect to the vital question of 
shifting. Many, if not most, authorities agree with Pro- 
fessor Plehn that “shifting is always possible when any one 
form of capital is taxed, leaving other forms untaxed, ’’‘— 
that is to say, in practically every commonwealth. On 
the other hand, there is a respectable and erudite minority 
who contend that a tax on mortgages will be shifted 
only in part or shifted in some locations and not shifted 
in others, altho the degree or places in which shifting 
is likely to take place are not specified. 

On the whole, however, there is something approaching a 
consensus of opinion against any form of mortgage taxation 
now employed in the United States.’ Casual reference by 


1 The Science of Finance, p. 442. 


? This unusual, not to say startling, construction of the problem is worthy of 
full description: ‘‘Another piece of unfairness involved in the general property 
tax is that those who hold their property unencumbered by mortgages or debts 
pay taxes on the entire property. Those whose property, on the contrary, is mort- 
gaged, pay taxes only on the unencumbered part of their estate; and, if the mort- 
gagee pays any tax at all upon the mortgage, he is probably more honest than most 
of his class. The result of the system is a premium on indebtedness and an in- 
centive to dishonesty” (p. 124). 


Essays on Taxation, pp. 101-103. 
‘Introduction to Public Finance, p. 165. 


5 Particularly if we disregard some of the earlier and premature indorsements 
of the California system which have since been rescinded by their authors. 
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writers in other branches of economic investigation indicate 
their belief that the problem is finally settled in favor of 
exemption. Thus Professor Zartmann, in a field so far re- 
moved from mortgage taxation as that of insurance invest- 
ments, feels justified in asserting, without argument, that 
mortgage taxation is unwise. ‘That mortgages should not 
be taxed has often been demonstrated by experience. A 
loan upon real estate does not create any new wealth, and 
to tax both the real estate and the mortgage is double 
taxation. It has been found that the borrower gains when 
the tax is placed upon real estate and when no attempt is 
made to levy upon the mortgage.’ 

Legislation upon the subject, however, is strongly at 
variance with economic doctrine. Among the laws on the 
subject, as among the theories, we find a normal difference 
of method, with a large majority, however, persisting in the 
system of double taxation. Alabama, Virginia, New York, 
and Minnesota levy recording taxes, paid once for all when 
the mortgage is recorded, and collected alike on money 
borrowed from resident and non-resident mortgagees. In 
the above States, mortgages are effectively taxed, whether 
the results are harmful or beneficial. At the other extreme 
are commonwealths like Idaho, Washington, Colorado, 
New Jersey, Connecticut, Massachusetts, Wisconsin, Ari- 
zona, Alaska, Hawaii, and Maryland, in which virtual 
exemption of mortgages is accomplished either by specific 
exemption, as in Idaho and Washington, or by taxation 
of the property and the mortgage as a unit in some of the 
many ways which in practise relieves the mortgage and 
mortgagee from taxation.” In all other States of the 


1 Zartmann, The Investments of Life Insurance Companies, p. 224. 


2In ten counties in Maryland a tax of 8 per cent. is imposed on the annual in- 
terest earnings of mortgage loans. The Connecticut system is rather complex, but 
results, I understand, in virtual exemption. In most of the above commonwealths 
mortgages owned by residents, but d by property situated in other States, 


are legally subject to taxation, tho in practise they escape. The California law is at . 
present, to an outsider at least, in great confusion, owing to the repeal of the clause 
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union the system of so-called double taxation is em- 
ployed. Property is taxed at its situs to the owner: the 
mortgage is taxed as personal property to the mortgagee 
at his domicile. In Indiana the mortgagor is allowed to 
deduct from the value of his real estate the amount of any 
mortgage indebtedness, provided such mortgage indebt- 
edness does not exceed $700, nor one-half the value 
of the real estate; and in Pennsylvania the tax upon 
mortgages is limited to # of 1 per cent: The old 
method of double taxation, then, is still employed in about 
three times as many States as all other methods com- 
bined. The system which is the particular béle noire 
of the economist and the creditor classes' generally is 
still distinctively the American system. 


Upon the real character and persistent retention of 
what I shall hereafter refer to as the “double tax method” 
of mortgage taxation the recent history of mortgage tax- 
ation in Wisconsin throws particular light, and the re- 
mainder of this paper will be devoted to an analysis 
of its workings. In discussing the double tax method, 
it is very necessary to recall and constantly keep in mind 
the following familiar facts concerning its operation. 
(a) In most States mortgage credits may be offset or 
cancelled by bona fide debts of the mortgagee; (b) the 
tax does not reach non-resident mortgagees nor, usually, 
domestic banks, trust companies, insurance companies, 
and a number of other corporations subject to gross re- 
ceipts, license, or other forms of special taxation; (c) 
practically, the only class of mortgages which the assessor 
of the Constitution (Sect. 5, Art. XIII.) which prohibited contracting out. In Vir- 


ginia, mortgages are also taxable under the property tax, but the rate is limited to 
45 cents on the $100. 


1Carefully framed inquiries submitted to 478 Wisconsin bankers and real 
estate dealers elicited the fact that fully 70 per cent. earnestly oppose the double 
tax method and recommend exemption, altho a large majority of the bankers 
believe that the double tax method would help their own business. 
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can hope to reach are those secured by property situated 
within the State and owned by taxable residents of the 
State, while in practise the average assessor will fail to 
reach a large proportion even of this restricted class. 


Coming to the specific topic of mortgage taxation im 
Wisconsin, it is fortunately possible to lay the historical 
basis of the analysis in a few sentences. On the statute 
books, at least, the double tax method reigned supreme 
from the time Wisconsin became a State until May 23, 
1903. During this long period, however, the assessment 
of mortgages was exceedingly perfunctory. In 1889, for 
instance, the moneys and credits assessed in the State 
(representing largely real estate mortgages) amounted 
to only $6,513,050, whereas the federal census investiga- 
tion showed a mortgage debt of $82,461,393 on January 1 
of the same year. About 1898, however, great public 
interest was aroused in the subject of taxation in Wis- 
consin, and in 1901 legal provision was made for the 
appointment in each county of a supervisor of assessment 
with the special purpose of improving the administration 
of the property tax. About the same time, moreover, 
the Wisconsin Tax Commission got well under way, bringing 
pressure to bear all over the State in the interests of better 
and more thorough assessment work. The results are 
strongly marked in the financial statistics of this period. 
Between 1900 and 1902, inclusive, the State assessment 
(made by the Tax Commission after 1900) was raised from 
$630,000,000 to $1,504,346,000. The aggregate local as- 
sessment rose from $746,022,932 in 1900 to $1,369,811,000 
in 1902. The assessment of moneys and credits increased 
in even greater proportion, moving from $25,865,940 in 
1900 to $35,598,181 in 1901 and to $73,055,102 in 1902. 
Not less than $50,000,000 of the last amount, and probably 
more, consisted of real estate mortgages, most of which - 
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had been listed in the particularly active assessment of 
1902. In all probability between 30 and 40 per cent. of 
the taxable mortgages of the State were on the assessment 
rolls in the year 1902. As might be expected, however, 
the assessment of moneys and credits was very uneven in 
different counties of the State. In Douglas County, for 
instance, practically none, while in Grant County nearly 
all of the mortgages subject to taxation were placed upon 
the assessment rolls. 

In their report to the legislature of 1903, however, the 
Wisconsin Tax Commission made a vigorous plea for the 
exemption of credits,—one of the three members dissent- 
ing,—and on May 21, 1903, the legislature repealed the 
old law and substituted the Massachusetts method, by 
which every mortgage is taxed as an interest in the prop- 
erty by which it is secured, the parties to the mortgage 
being permitted to arrange between themselves who shall 
pay the taxes. Such laws, it is generally understood, 
work virtual mortgage exemption. Of the 50/330 mort- 
gages recorded in Wisconsin in 1904, only 31—according 
to reports of the registers of deeds—failed to contain 
the familiar covenant by which the mortgagor assumed 
the taxes on the mortgagee’s interest. 

The exemption of mortgages took effect before the 
assessment of 1903 had been completed. In consequence 
the assessment of moneys and credits fell from $73,055,102 
in 1902 to $24,118,031 in 1903. Some complaint was 
heard from counties which had in the past derived a 
revenue from this form of taxation, and at each subse- 
quent session of the legislature bills have been introduced 
looking to the repeal of the present law and the substi- 
tution of various methods of mortgage taxation. Most 
of these bills, however, have never reached a vote, and 
none of them has come near to adoption. In his mes- 
sage to the legislature of 1907 Governor Davidson advised 
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the repeal of the present law, but no action was taken. 
Since the exemption of mortgages in 1903, therefore, in- 
terest in the subject has been active, but not intense. New 
legislation, while not imminent, is not unlikely; and, to 
secure information which would guide the legislature to 
wise action in the matter, the Tax Commission gathered 
during 1905 and 1906 comprehensive statistics of mort- 
gages in Wisconsin, and published the results—without 
special analysis of their bearing upon the mortgage prob- 
lem—in their report to the legislature in 1907. The 
present paper consists largely of an interpretation of the 
facts presented in that report,’ to which the reader is 
referred for additional statistical detail bearing upon the 
topics hereafter discussed. For convenience, however, 
the most important statistical results of this investigation 
are reproduced in the table on the following page:— 


1 Third Biennial Report of the Wisconsin Tax Commission. 
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Bearing in mind the main events recited in the preced- 
ing paragraphs—the perfunctory assessment up to 1901, 
the active search by the assessors of some counties for 
mortgages in 1902, and the exemption of mortgages from 
taxation in 1903,—the figures in this table, which have 
been arranged so as to contrast the period of partial taxa- 
tion with the period of complete exemption, take on a real 
meaning. Our principal concern, naturally, is with the 
subject of shifting. Shifting takes place in two ways, 
by an increase in interest rates or by the insertion in mort- 
gage instruments of covenants providing for the assump- 
tion of all taxes on the mortgage by the borrower. The 
latter form of shifting may in this case be disregarded, since 
it was found in the Wisconsin investigation that prior to 
1903 such covenants were practically never employed 
in the eleven counties represented in the table. Confining 
attention, then, to the interest rate on mortgages (here- 
after referred to as the mortgage rate), the figures as they 
stand, I think, make out a strong prima facie case against 
shifting. The general level of interest rates indicated by 
the figures for bank loans (column 1) and wholly unin- 
fluenced by tax legislation was about the same before as 
after the passage of the mortgage tax law of May, 1903. 
The average mortgage rate for the eleven Wisconsin coun- 
ties was about the same also.’ 

The difference in rates, which is so slight as to be negli- 
gible, merely emphasizes this conclusion. The general level 
of interest rates indicated by the bank rate was rather lower 
after than before 1903. The general level of mortgage 
rates was higher rather than lower after 1903. It is only 
fair to say that, if we examine the figures closely, it is easy 


1 The showing of the figures is borne out by the general testimony of Wisconsin 
bankers. In answer to the question whether the mortgage rate had been substan- 
tially lower after the repeal of the law, 140 of the 195 bankers who replied to this 
question answered that it had not, although a very large majority of the same 
bankers were in favor of the repeal, and believed that the reimposition of mortgage . 
taxation of any kind would raise interest rates and prove disastrous in other ways. 
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to detect plain evidence that the vigorous assessment of 
1902 and the agitation of the subject during the legisla- 
tive session of 1903 did affect the rate. Mortgage rates 
rise in almost every county in the last half of 1902 and 
the first half of 1903, whereas bank rates fall in the same 
period. And other evidence may be gleaned by close 
scrutiny of the figures, tending to modify slightly the 
apparent (and obviously absurd) conclusion that the effect 
of abolishing the tax on mortgages was to raise mortgage 
rates. But all these modifications and qualifications are 
insufficient, after all, to vitiate the primary lesson of the 
figures, that mortgage rates, in company with interest 
rates generally in Wisconsin, were at practically the same 
level before and after the exemption of mortgages in May, 
1903. And as I understand the import of the theory of 
shifting generally accepted by advocates of exemption, 
this should not be the case. The general liability of mort- 
gages to taxation and the actual taxation of one-fourth or 
one-third of the taxable mortgages, together with the 
consequent agitation and alarm of creditors, ought, accord- 
ing to the advocates of exemption, to raise mortgage rates 
in an appreciable and harmful degree. If this is not the 
theory of shifting accepted by the advocates of exemption, 
then that theory contains nothing practically adverse to 
the double taxation of mortgages.’ 

The preceding comparison, however, is inconclusive 
because the taxation of mortgages was not thorough in 
all of the eleven counties even in 1902. Fortunately, there 
is one county in which mortgages were fully taxed in 1902, 
the county of Grant, to which special attention is now 
asked. Conditions in that county were extraordinary. 
In 1900, assessments were exceedingly low,—real estate at 

1 In estimating the harmful effects of shifting, it is interesting to note that 
the taxation of mortgages in 1902 and the agitation in the first half of 1903 affected 


large mortgages more quickly and more severely than small mortgages. Cf. Third 
Biennial Report of the Wisconsin Tax Commission, p. 343. 
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something like one-third of true value, and only $357,996 
of moneys and credits on the tax rolls. In 1901 and 1902, 
however, the assessors made a campaign almost unpre- 
cedented in the financial history of Wisconsin, pushing 
the total local assessment from $9,376,425 in 1900 to 
$22,937,883 in 1901 and to $32,591,637 in 1902. In the 
latter year the local assessment of real estate was actually 
higher than the figure placed upon it by the State Tax 
Commission, which body, in equalizing county assess- 
ments of real estate, places the figures at full value, based 
upon elaborate and careful investigation. The assess- 
ment of moneys and credits, just a little more than $350,000 
in 1900, was raised to $1,410,600 in 1901 and to $4,192,- 
668 in 1902, averaging $107.83 per capita and constitut- 
ing 18 per cent. of the true value of real estate as fixed 
by the Tax Commission. Careful estimates lead me to 
believe that not less than 90 per cent. of the mortgages 
legally subject to taxation in Grant County in 1902 were 
on the tax rolls. The general assessment was extraordi- 
narily high for so large a district as a full-sized county; and 
there was considerable agitation, discussion, and feeling. 
The movement of the mortgage rate under such conditions 
ought to constitute about as fair a test of the possibility 
of shifting as is possible to secure. 

An inspection of the mortgage rates for Grant County 
indicate that they were raised somewhat, but nothing like 
so much as the rate of taxation. The effective assessment 
of mortgages in Grant County began in the spring of 1901. 
The average rate of taxation for 1900, about the same as 
that to which they had been accustomed for some years 
and on the basis of which they were paying taxes in 1901, 
was between 24 and 3 per cent. Nevertheless, the mort- 
gage rate was exactly the same in the first half of 1901 
as in the first half of 1900, and only yy of 1 per cent. 
higher in the last half of 1901 than the last half of 1900. 
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During 1902 the assessment of mortgages was carried 
out so thoroughly that practically all mortgages subject 
to taxation were on the rolls. The rate of taxation in 
1901 (payable in 1902) was 1.215 per cent. Mortgage 
rates, however, were less than } of 1 per cent. higher in 
1902 than in 1901. In the first half of 1903, during the 
discussion of the subject in the legislature, the mortgage 
rate in Grant reached its highest point, 6.15 per cent. 
If we accept the difference between the rate for the first 
half of 1900 and the rate fox the first half of 1903 as a 
maximum measure of the elevation of mortgage rates due 
to taxation, agitation and uncertainty, then the conclusion 
is that interest rates were raised 7%; of 1 per cent. 
in a county which for many years had been accustomed 
to a tax rate of approximately 2} per cent. and which 
for the year or two immediately preceding had been accus- 
tomed to a tax rate of a little over 1 per cent. (the average 
tax rate was 2.87 per cent. in 1900 and 1.028 per cent. 
in 1903). Moreover, there are strong indications that 
during this period the general level of interest rates was 
slowly rising in the section of the country immediately 
surrounding Grant County from causes wholly unrelated 
to taxation. Clayton County, Iowa, Jo Daviess County, 
Illinois, and Lafayette County, Wisconsin, are all in the 
immediate vicinity of Grant County. In all of these coun- 
ties, interest rates were higher in the last half of 1902 and 
the first half of 1903 than, on the average, of the three 
years 1900-02, inclusive, while in none of them, with 
the exception of Lafayette and Grant, was there any 
special increase in the assessment of mortgages during the 
period under consideration. 

A somewhat similar condition of affairs is found in Lafay- 
ette County, which immediately adjoins Grant. The as- 
sessment of moneys and credits, $160,114 in 1900, was 
raised to $1,473,148 in 1902, in which year I estimate that 
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somewhere from 55 to 65 per cent. of the taxable mort- 
gages were on the assessment rolls. The total local assess- 
ment rose from about six millions in 1899 to about twenty- 
three millions in 1902. Here, also, the statistics indicate 
that the vigorous assessment of 1902 and the agitation 
in the spring of 1903 exercised only the smallest kind of 
influence upon the mortgage rates. In the last half of 
1902 mortgage rates rese to 5.59 per cent. for instance; 
but this rate is lower than the rate for the last half of 
1900, and in the spring of 1903, when rates should have 
been at a maximum, they fell to 5.39 per cent., only nine 
points higher than the average for the three years 1900-02. 
The Lafayette figures show unmistakable evidence of the 
effects of the disturbances of 1902-03, but those effects are 
so minute, particularly when we take account of similar 
movements in the adjacent counties of Jo Daviess and 
Clayton, in which there was no marked increase in the 
assessment of mortgages, that they are practically negli- 
gible. 

Lafayette County, Wisconsin, Jo Daviess County, 
Illinois, Grant County, Wisconsin, and Clayton County, 
Iowa, are grouped close together in that section of 
the country where Illinois, Iowa, and Wisconsin touch 
shoulders. All of these counties are, for this section of 
the world, comparatively old and well developed, altho 
the two foreign counties, Jo Daviess and Clayton, are per- 
haps a little richer and better developed than their re- 
spective neighbors, Lafayette and Grant. With respect 
to mortgage taxation these counties are both similar and 
dissimilar. In Jo Daviess, Illinois, mortgages have been 
separately taxed as credits for the entire period under dis- 
cussion, but the assessment has been exceedingly slack, 
probably not more than one-fourth of the taxable mort- 
gages being reached. In Clayton County, Iowa, on the 
contrary, where the double tax method is also in force, 
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the redoubtable tax ferrets have been at work throughout 
the entire period, and a large majority of the taxable mort- 
gages—probably not less than 85 per cent.—have been 
assessed and taxed without interruption. In the two 
Wisconsin counties, as will be remembered, mortgages 
were taxable, but not effectively taxed in 1900; taxable 
and partially taxed in 1901; taxable and well taxed in 
1902; and exempt from taxation after May, 1903. Com- 
pare now the movement of mortgage rates in these four 
counties, which are grouped together in the table, and 
the student will find it exceedingly difficult to explain re- 
sults on any theory of mortgage taxation which insists upon 
shifting. Jo Daviess has the lowest rate and, on the whole, 
shows the most favorable movement. Clayton County 
with full taxation of mortgages has lower rates than its 
neighbor, Grant, and the increase in the interest rate has 
been less in Clayton County than in Grant County, altho 
Grant moved from a condition of taxation to one of exemp- 
tion, while Clayton has had effective taxation all the time. 
In interpreting these figures, it is important to remem- 
ber that, except in the Wisconsin counties before 1902, 
the average rate of taxation was low, just about 1 per 
cent. 

Space will not permit a thorough-going discussion of all 
the factors which lead the writer, at least, to the emphatic 
conclusion that in these counties during the period under 
investigation the theory of shifting sanctioned by those 
writers who oppose all forms of mortgage taxation is 
wholly discountenanced. Much additional evidence, how- 
ever, may be secured by the reader who is interested in 
minute details of the comparison in Chapters VI. and VIII. 
of Appendix B to the Third Biennial Report of the Wis- 
consin Tax Commission. Among other facts brought out 
by the material there presented may be found interesting 
evidence to the effect that, while the effective taxation of 
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mortgages in Clayton, Grant, and Lafayette Counties ex- 
ercised a noticeable influence in reducing the percentage 
of mortgages borrowed from persons resident within 
the State, and consequently taxable within the State, that 
reduction, nevertheless, was not very serious. In Clayton 
County, for instance, 80.5 per cent. of the money borrowed 
on real estate security in the first three years of the in- 
vestigation was secured from lenders resident within the 
county, while in the last three years only 76.8 per cent. 
came from the same territory. In Grant County, similarly, 
during the stormy days which marked the first six months 
of 1903, the percentage of mortgages borrowed outside the 
county rose to 18.4 per cent., whereas the similar propor- 
tion for the six and one-half years investigated was only 
17.2 per cent. Here, again, there are effects of the kind 
expected, but so slight as to be negligible. While we are 
on this topic, it may be well to add that in the eleven coun- 
ties as a unit phenomena similar to those described above 
are traceable in the figures describing the residence and 
character of mortgagees. During the first half of 1903 
the proportion of mortgages borrowed outside the State of 
Wisconsin rose to 14.7 per cent. as contrasted with 11.3 
per cent. in the three years from January, 1900, to Decem- 
ber, 1902, and 7.9 per cent. in the three years from July, 
1903, to June, 1906. That is to say, effective mortgage 
taxation does tend to stimulate recourse to outside lenders 
who are not taxable, and the exemption of mortgages, 
per contra, does operate to enhance the importance of 
the domestic loan; but in both cases the influence is of 
minor weight. 

I have dwelt upon the foregoing facts because it is 
important to make it perfectly clear that mortgages may, 
under certain conditions, be taxed without bringing about 
shifting. The same investigation in which the foregoing 


facts were ascertained included in its scope a comparison | 
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of Marinette County, Wisconsin, and Menominee County, 
Michigan. Michigan also has the double system of mort- 
gage taxation, and since 1901 systematic efforts have been 
made to assess mortgages. In the State as a whole about 
$53,000,000 worth of mortgages have been placed on the 
assessment rolls and kept there with only slight diminution, 
In Menominee County, Michigan, the assessment of mort- 
gages is not so thorough as in Clayton County, Iowa, but 
in all probability somewhere between 60 and 70 per cent. 
of the taxable mortgages in Menominee County are actu- 
ally on the assessment rolls. In this county the results 
have been all that the opponents of mortgage taxation 
have predicted, as may be partially observed in the figures 
given on page 8. Mortgage rates have gone up a little, 
altho in Marinette County, Wisconsin, which is di- 
rectly opposite Menominee, they have declined a little. 
But the principal effect of taxation is found in the preva- 
lence of covenants in Menominee mortgages calling for 
the payment of taxes on the mortgage by the borrowers. 
Practically 60 per cent. of the mortgages contain this 
covenant in recent years; and the proportion of mortgages 
borrowed within the county of Menominee and the State 
of Michigan as well steadily declines: 55.6 per cent. were 
borrowed from mortgagees living in other States in the 
three years from July, 1903, to June, 1906. In Marinette 
County mortgage rates have not only declined, but the 
proportion of mortgages borrowed within the State of 
Wisconsin (more than 91 per cent., on an average) has 
steadily increased. In Menominee County, therefore, as 
an apparent result of mortgage taxation, mortgage rates 
are slightly higher than they would otherwise be, and 55 
per cent. of the mortgages are obtained from mortgagees 
who either because of character or residence are not tax- 
able, while the remainder of the mortgagees are amply 
protected by covenants in the deeds providing for the pay- 
ment of all taxes by the mortgagors. 
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Why mortgage taxation from the standpoint of shifting 
and the debtor classes has proved so innocuous in Clayton 
and so deleterious in Menominee County is susceptible, 
it would seem, of fairly accurate explanation. In the 
first place the tax rate is low in Clayton, less than 1 per 
cent. (exactly 0.8) in 1906, while in Menominee County 
it averages 2} per cent. or more, 2.77 per cent. in 1906. 
It needs none of the niceties or complexities of minute 
analysis to prove that investors in Menominee will not 
continue to pay in taxes more than 2} per cent. out of 
the 6.60 per cent. which their mortgage loans earn, when 


they can get at least 4 per cent. without trouble and with-. 


out risk from convenient trust companies. 

In the second place, Clayton is a mature, well-developed 
county, in which the local supply of money is large, the 
demand for capital not specially keen, and land values so 
well fixed as to make the security of mortgage loans beyond 
suspicion. In Menominee County all these conditions are 
reversed. Much of the county is still in process of de- 
velopment,—cut-over timber lands to be cleared, mines 
to be developed. Local savings constitute a relatively 
small part of the capital needed to exploit the country, 
while land values are still speculative and land security 
relatively unattractive to the cautious investor. With 
a large supply and relatively sluggish demand for money 
in Clayton and a relatively small supply and keen demand 
for money in Menominee, the familiar laws of incidence 
leave no mystery in the fact that the tax is shifted in the 
one county and not shifted in the other. A slight con- 
traction of the supply that in Menominee would send 
interest rates soaring would exercise no appreciable effect 
in Clayton. 

On the basis of these and other facts brought out in the 
Wisconsin investigation it would seem reasonably safe 
to generalize a little about the problem of incidence pre- 
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sented by the double tax system. Let us assume that a 
vigorous attempt to assess mortgages were suddenly made 
in a locality in which, either by law or custom, mortgages 
had previously been exempt. Some contraction of the 
local supply of money would inevitably ensue; but this in 
time would be partially or completely offset by an influx 
of money from foreign lenders and from banks, trust 
companies, insurance companies, and other non-taxable 
mortgagees. The crucial question is, To what extent 
would the influx counterbalance the exodus? This de- 
pends primarily, I believe, upon the size of the tax rate, the 
size of mortgage rate, and the stability of land values in 
the district in question, the tax rate exercising a major 
influence upon the extent of the exodus, the mortgage rate 
and the stability of land values exercising a similar in- 
fluence upon the extent of the influx. The districts least 
likely to feel a serious rise of the mortgage rate are those 
in which the tax rate is low and the mortgage rate fairly 
high,—high enough to attract the non-taxable lenders, 
The districts in which an increase of the mortgage rate is 
most likely to occur are those in which land values are 
uncertain—here the tax rate is likely to be high and the 
proportionate exodus of local money correspondingly 
great—and those in which the mortgage rate is so low as 
to offer little or no attraction to the non-taxable lender. 
In the undeveloped northern counties of Wisconsin, for 
instance, tax rates are so high that their imposition upon 
home loans would seriously reduce the supply of money; 
banks are scarce; land security is so poor that outside 
lenders would not venture further investments without 
additional premium for risk; while the demand for money 
is so keen and persistent that a slight net reduction of the 
money supply resulting from the failure of the “influx” 
to balance the “‘exodus” would considerably augment the 
mortgage rate. Similarly, in the wealthiest part of the 
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State, the east-central counties, in which the abundance of 
local money has brought the mortgage rate down to 4} per 
cent., the imposition of the local taxes rates, low as they 
are, would probably be sufficient to drive out a considerable 
amount of money, while non-taxable lenders would not. 
venture in until the mortgage rate has risen to 5} or 54 
per cent.’ at least. 

A rough and ready test of the likelihood of shifting at 
any place is found in the excess of the mortgage rate over 
the tax rate, the probability of shifting increasing as this 
excess diminishes. Other things being equal, this index 
varies directly as the mortgage rate, inversely as the tax 
rate, and, where it incorrectly indicates shifting, correctly 
indicates that the tax would be ineffective. In Milwaukee, 
for instance, the difference between the mortgage rate and 
the tax rate is considerably less than 3 per cent., while 
reputable trust companies offer 4 per cent. on money left 
for one year. Nevertheless, I do not believe that a mort- 
gage tax, if imposed there, would bring about an appre- 
ciable increase in the mortgage rate. Real estate values 
are too stable, there are too many State banks, trust com- 
panies, and non-taxable lenders generally, and access to 
the general money market is too easy. On the other 
hand, it is even more certain that, if a tax of 2.27 per cent. 
were imposed upon taxable resident mortgagees (earning 
4.95 per cent. on their loans), there would soon be no such 
mortgagees to tax. The excess of the mortgage rate over 
the tax rate, then, measures a mixed probability,—the 
probability that the tax will either be barren or be shifted. 

I have applied the above test in two ways. In the first 
the average tax rate for each county has been subtracted 
from the average mortgage rate for the same county on 
the hypothesis that a resulting difference of less than 4 per 
cent. indicates in a rough way general conditions of demand 


1C}. the Wisconsin Report, pp. 369-374. 
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and supply favorable to shifting. In the second the 
average tax rate of each county has been subtracted from 
the various interest rates at which money was loaned in 
the county (for the year 1904, in which ail the necessary 
data are available), on the hypothesis that, to the extent 
to which mortgage rates would be reduced below 4 per 
cent., to that extent investors would be forced either to 
shift the tax or, what is more probable, move their invest- 
ments to other fields. The results according to the first 
test show that the excess of the mortgage rate over the 
tax rate was less than 4 per cent. in 36 of the 71 counties, 
containing 63.14 per cent. of the population of the State 
and representing 62.67 per cent. of the mortgage loans. 
According to the second test the net return to resident 
mortgagees, over and above taxes, would have been re- 
duced below 4 per cent. in 62.96 per cent. of the cases." 

Of course, calculations of this kind must be taken cum 
grano; but, on the whole, I am inclined to believe that the 
last figures represent with some accuracy the extent to 
which double taxation of mortgages in Wisconsin would 
prove ineffectual or harmful. 

The preceding comparison brings to view the greatest 
weakness of the double tax method as commonly employed. 
It levies upon credit instruments whose true value is shown 
on their face a rate of taxation maintained at an inordi- 
nately high level because of the under-assessment of other 
forms of property. This is not only inequitable, but it is 
largely responsible for such shifting of the tax as actually 
takes place. A mere glance at the tax rates collected 
in the various Wisconsin counties reveals how widely 
different is the quality of the assessment work and how 


1 Measuring by the amount and not by the number of mortgages. It may be 
worth while to add that the net return would be reduced below 3} per cent. in the 
case of 50.53 per cent. of the loans, below 3} per cent. in 41.06 per cent. of the 
loans, below 3% per cent. in 34.90 per cent. of the loans, and below 3 per cent. in 
26.08 per cent of the loans. 
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impossible it would be on the face to collect such rates of 
taxation without inviting disaster. In the year 1904* 
average tax rates varied from .6590 per cent. in Calumet 
County to 4.4268 per cent. in Iron County. The average 
mortgage rate for Iron County in the same year was only 
6.65 per cent. Under such conditions extended argument 
about the probable effects of hypothetical mortgage taxa- 
tion is superfluous. Levy such a rate upon mortgages, 
and either there will be no mortgages to assess or the tax 
will be passed on to the debtors. 

It follows, then, that,if we are to have mortgage taxa- 
tion at all, the rate of taxation should be strictly limited. 
Better even than this, of course, would be a provision for 
home rule by which such counties as desired to exempt 
mortgages could do so. Home rule being impossible, 
however, both expediency and equity unite in the demand 
that this one form of personal property, which must be 
taxed at full value to be taxed at all, be protected by limi- 
tation of the tax rate. A keen and able critic has sug- 
gested that in districts such as Iron County assessors 
would undervalue mortgages in the same degree as other 
property. Such an argument to my mind is equivalent to 
the admission that in such districts mortgages could not 
be assessed. It requires unceasing pressure under any cir- 
cumstances to maintain the assessment of mortgages. As- 
sessors do not like the trouble of consulting records, 
usually kept at only one place in the county, in order to 
unearth mortgages. They must be supplied with data 
by supervisors of assessment, State tax commissions, or 
other outside agencies, if they are to assess mortgages at 
all. This is particularly true in the less-developed dis- 
tricts, where tax rates are high and, money being needed 
to develop the country, mortgage taxes are particularly 


1I select that year because average rates happen to be computed. See the 
Wisconsin Report, pp. 77-78. : 
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unpopular. To permit assessors, after being supplied 
with the facts, to scale values down which are plainly 
written in the bond would be suicidal. Upon this rock 
the double tax system of Minnesota foundered. Under 
the old Minnesota law, assessors were supplied by the 
registers of deeds with records of mortgages taxable in 
their respective districts. An experienced Minnesota 
official wrote to me: “The assessors generally pass upon 
the validity of the mortgage. If the mortgagee can con- 
vince the assessor that a certain mortgage has no value for 
taxation purposes, he passes it up, and it is not assessed. 
This is why the carefully framed provisions of Section 804, 
Revised Laws of 1905, have not succeeded in securing 
effective mortgage taxation in Minnesota.” The only 
system of mortgage taxation which is at all justifiable is 
one in which the rate is fixed, and fixed low enough to 
leave small investors a net return on their loans at least 
equal to the interest rate paid by savings banks, trust 
companies, and that very restricted class of high-grade 
investments with which the small investor is familiar. If 
we must have mortgage taxation at all, the Pennsylvania 
system seems, on the whole, the best system now employed 
in any American commonwealth, altho the rate in Middle 
Western States, at least, might safely, in the opinion of the 
writer, be somewhat higher than four mills. 

The Pennsylvania system, or, at least, the double tax 
method, with a low fixed rate, seems superior to the Cali- 
fornia method, or the recording tax, for the all-sufficient 
reason that it is less likely to bring about shifting. Under 
the California tax and under the recording taxes, practi- 
cally every mortgage is taxed. By the double tax method, 
loans from foreign mortgagees and, usually, from banks, 
trust and insurance companies, both domestic and foreign, 
are untaxed. Tax every element of the supply, large 
amounts of which are almost perfectly mobile, and, accord- 
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ing to every theory of incidence, the mortgage rate will 
be raised; while the more practical, concrete investiga- 
tions of Professor Plehn' and the New York Tax Reform 
Association’ indicate that the rise will probably be fully 
as great as the tax itself. Tax only one element of the 
supply, leaving free access to an infinitely larger source, 
and, by reason of the very mobility of capital upon which 
the preceding conclusion rests, interest rates cannot be 
seriously affected. There is not only unimpeded access 
to the national money market, but in Wisconsin at least 
there is unimpeded access (or was under the old law) to 
domestic banks, trust and insurance companies, and 
building and loan associations. How, under such circum- 
stances, could the mortgage rate be raised 1.5 per cent. 
(the average rate of taxation throughout the State) by 
reason of taxation? It is true that the recording tax 
yields more, but it purchases productivity at the expense 
of the debtor, and, if the debtor foots the bill, the more pro- 
ductive the tax, the worse it becomes. It would be far 
better to exempt mortgages and secure the additional 
revenue by raising the general tax rate. 

It is also true that the double tax method shields the 
debtor at the expense of the yield: it prevents the tax from 
becoming unbearable by making it partially ineffectual. 
But only partially ineffectual. There is a class of in- 
vestors in mortgages—and in well-developed agricult- 
ural communities a very important class—who will pay 
a moderate tax rather than send their money outside of 
the State or change the form of their investment. They 
know the security of real estate in their own immediate 
neighborhood, and this is about the only class of securities 
of which they have any knowledge and in which they re- 
pose any real confidence. Frequently they make their 


1 Yale Review, May, 1899. 


2 Mortgage Taxation and Interest Rates, published by the New York Tax 
Reform Association, 1906. 
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loans when they sell their own land, taking a low interest 
rate, getting a high price, often mortgaging the property 
to a much higher proportion of its value than any outsider 
would consent to do, because “it used to be theirs, and 
they know what it’s worth.” Such loans, the so-called 
purchase money mortgages, must remain within the State; 
they constitute an integral part of the process by which 
land values are raised. The small investor of the class 
here described is not easily affected by minor variations of 
the interest rate. He wants his money to earn as much 
as possible, to be sure, but he is far more concerned about 
its security than its exact earning power. It is investors 
such as this, who own the three million dollars’ worth of 
moneys and credits, mostly mortgages, which Clayton 
County, Iowa, keeps on its assessment rolls from year to 
year, who own, for the most part, the fifty-three million 
dollars’ worth of mortgages which Michigan has on its 
tax rolls. It is this typical mortgagee whose existence 
and importance has been overlooked by those economists 
who confidently assume that any tax upon mortgages will 
inevitably be shifted. As a matter of fact, and partic- 
ularly in agricultural communities, the supply of money 
seeking mortgage investment is far more persistent, far 
less mobile, far less elastic, than the average writer would 
have us believe. As a fiscal officer of great ability and long 
experience in one of the most important American com- 
monwealths writes to me: “Some contend that the taxa- 
tion of mortgages on a par with other property would 
result in an increase in the interest rate, but I do not think 
so. There is so much money seeking investments of 
that nature that I cannot believe that the interest rate 
would be affected thereby.” 

But, must we, after all, have any kind of mortgage 
taxation? Is it worth while to tax the small capitalist, 
who invests at home, and who has not the training to 
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invest safely either in other States or in other securities, 
by a method which actually facilitates the escape of the 
more important creditor who knows how to invest in other 
States, or in the large number of practically untaxable 
securities available to men of wide financial experience? 
Certainly, the answer must be negative, it is not worth 
while, if the successful taxation of the one is to hide the 
escape of the other, if in the clamor over mortgage taxa- 
tion we are to shut the ears of the electorate to the open 
failure of the general property tax to reach some of the 
most conspicuous forms of tax-paying ability. After all 
is said, the taxation of mortgages must, in most common- 
wealths, remain a comparatively trivial affair. Suppose, 
for instance, the State of Wisconsin should—at consider- 
able administrative expense and at the cost of some shift- 
ing in the undeveloped portions of the State—add one 
hundred million dollars’ worth of mortgages to the assess- 
ment rolls (and more could hardly be added), the taxable 
basis of the State would be increased less than 7 per cent., 
and if, as has been shown to be necessary, taxation upon 
mortgages were limited to, say, 4 of 1 per cent., this would 
be equivalent to increasing the total assessment by little 
more than 2 per cent. Mortgage taxation of this kind, 
therefore, can never be an issue of first importance, never 
constitute a primary reform. To delay, even so much 
as a year or two, the introduction of that substitute for 
the personal property tax which is bound to come, by 
dallying with such a trifling diversion, would be unwise. 

And yet we must add another qualification. There are 
communities in which no sweeping reform of the per- 
sonal property tax in the near future is conceivable. In 
such communities I do not see how a valid case can be 
made out against mortgage taxation of a proper type. 
Certainly, no valid objection lies in the criticism that the 
method of mortgage taxation here contemplated involves 


e 
| 
| 
| 
4 
a = 


26 QUARTERLY JOURNAL OF ECONOMICS 


double taxation. There are many forms of justifiable 
double taxation; and if, as experience has amply demon- 
strated, it is impracticable to exempt the mortgage debtor 


upon the amount of his debt, then the least we can do for 


him is to lighten his load a little by placing mortgage 
credits upon the assessment rolls. Surely, the creditor in 
this case should be the last to raise a protest on the score 
of equity. 

Furthermore, it is idle to urge that what the State 
wants is taxation of property, it being no business of the 
State who pays the taxes. This argument is misleading 
and wrong in many ways. It is sufficient here to point 
out in answer that the creditor frequently lives in a county 
or assessment district different from that in which the 
property is situated. When the tax-payers of district A 
complain that Mr. Doe is escaping taxes on his mortgage, 
their complaint cannot be silenced by the reply that the 
property is taxed at its full value in assessment district B. 
That avails the good people of A nothing. This mort- 
gage tax is a personal tax, designed to touch the tax- 
paying ability of creditors in the communities in which 
they live, breathe, and have their social being; and, as I 
see the question, it is absolutely unaffected by the familiar 
arguments brought forward by advocates of the exemp- 
tion of credits. The tax upon property satisfies the de- 
mand for taxation of property in rem. - What the mort- 
gage tax attempts to do is to supply in an imperfect way 
a part of the legitimate demand for taxation in personam. 

Nor is it a fatal objection to the kind of mortgage taxa- 
tion here described that it catches the small fry and lets 
the large fish escape. Relative to capitalists and in- 
vestors generally, the mortgagee who can be taxed is, 
indeed, a modest citizen; but compared with the general 
body of tax-payers, the great mass of people who own 
encumbered property, this mortgagee is a good-sized fish. 
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The average mortgage creditor probably ranks well above 
in tax-paying ability the median tax-payer. 

We return, in conclusion, to that aspect of the subject 
with which the paper opened,—the conflict between eco- 
nomic doctrine and legislative practice. If the preceding 
analysis has been fairly correct, the honors of the conflict 
lie as much with the legislator as with the economist, 
Both are right, the legislator in insisting that some mort- 
gages may be taxed without shifting, the economist in 
his contention that the whole personal property tax is a 
failure. For, after all, this is what the economist has 
been insisting; and it is because he has not consciously 
realized the trend of his own thought that he is fairly open 
to criticism. He has been saying to the legislator, with a 
strong note of criticism in his lecture, “Mortgage taxes 
will be shifted: therefore, mortgage taxes are bad.”’ That 
argument the legislator could not understand,—could not 
understand because he knew it was untrue. Omitting 
Professor Plehn’s study of the California mortgage tax, 
a thorough-going investigation of a system which is sui 
generis and in many respects throws no light upon the 
mortgage problem in other States, it is perfectly fair to 
say that the academic economists qua economists have 
written very little on this subject which is worthy of the 
name of science. Their arguments have been far below, 
and not at all over, the heads of the better class of legis- 
lators in the more progressive States. The aim of the 
economist has been a good one; but he has employed bad 
arguments to plead his cause. Unless I am very much 
mistaken, the syllogism which he has really had in mind 
is this. The personal property tax is vicious, mortgages 
are personal property: ergo, mortgage taxation is vicious. 
And to that argument most of us will heartily say, Amen. 


T. S. Apams. 
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THE NATURE OF CAPITAL: A REJOINDER. 


SUMMARY. 


The identity of capital and capital goods: is it admitted by Professor 
Clark? 28-34.—A difference as to knowing the existence and finding 
the explanation of the return on capital, 34-40.—A question of method: 
shall a theory of distribution confine itself to the present, or must it 
reach back to the past? 40-45.—The synchronizing effect of “capital’’ 
considered once more, 45-47. 


In his reply to the criticisms which I have presented in 
recent numbers of this Journal, Professor Clark has pre- 
sented his views on the theory of capital with his wonted 
literary skill, and yet, I believe, without materially changing 
the scientific situation. He surpasses himself—if such a 
thing can be—in new and even more effective phrases, in 
order to secure the reader’s assent to propositions as to 
which my convictions remain, and will remain, unchanged, 
that they belong to the realm of phrase, and not to that of 
fact. I will not enter the field of repetitions. Never- 
theless, certain new terms and differences on the part of 
my honored opponent, even tho they contain no new 
views, are such that some discussion of them may, at least, 
serve to bring into clearer light the differences between 
the rival views, and so may facilitate the choice for the 
competent reader, to whom my opponent refers for judg- 
ment, as I gladly do myself. With this in mind, I will say 
something as to the remarks of my distinguished opponent. 

In defence against my objection that his ‘true capital’ 
is but a phantom, Professor Clark fortifies its reality, its 
corporeal character, with some expressions which are even 
more unequivocal than those which he himself previously 
used. He says now that capital is a mass of capital goods, 
not simply that it consists of such goods. He says 
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further (p. 354) that at any mathematical instant there 
is no difference between capital and capital goods. I 
am entitled to assume that with these last words Profes- 
sor Clark means not only that there is equality, such as 
exists between twins or between two drops of water, but 
literal identity. At any mathematical instant, “‘capital”’ 
and the “capital goods’ which compose it are, in his 
opinion, identical things. 

I welcome these expressions, which are fully in accord 
with my own views. But, in the next or second mathe- 
matical instant, is the situation different? Is not capital 
identical with capital goods at every instant? Can the 
whole course of time, in Professor Clark’s own opinion, ever 
bring an instant in which this identity does not hold and in 
which capital and capital goods appear as two different 
material entities? And, if this be not the case, what is to 
become of the theory that there are two things?' Professor 
Clark, to be sure, finds himself face to face with the fact 
that the capital of to-day is not identical with the capital 
goods of yesterday, and he seems to think his artifice neces- 
sary in order to be able to deny this sort of identity,—the 
identity of capital with things which were tools or ma- 
terials yesterday or last year, but which now are either 
worn out or converted into consumable goods. But, surely, 
it could not escape the eye of so excellent an investigator 
that those things upon whose exclusion from capital he 
rightly lays so much stress have ceased to be capital 
goods. Things which once were capital goods are capital 
goods just as little as things which never possessed the 
qualities of a capital good. But, in order to deny the 

1 Professor Clark maintains even more strongly than before that capital also 


is a material thing, On page 369 he speaks of it as ‘‘a very literal and material 
thing.” 


The page references in this article are to vol. xxi. of this Journal; to my own 
articles in the issues for November, and February, pp. 1-2, 247-282, and to Pro- 
fessor Clark’s reply in the issue for May, pp. 351-370. 
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identity of capital with things which are not capital goods 
at all, it is surely not desirable, least of all logically neces- 
sary, to deny the identity of capital with capital goods. 

Surely, the facts are very simple. Materialthings during 
a certain phase come into that temporary relation to 
human well-being in which, as productive goods or capital 
goods, they serve human needs in indirect ways. They 
do not remain in this relation indefinitely, but gradually 
pass beyond it, while other things in turn enter into this 
relation. The notion of capital includes always the goods 
which are in this temporary relation. Capital is not, 
and never can be, anything other than the whole of these 
goods. Professor Clark builds up for himself logical 
obstacles, which are in fact no obstacles at all, and thereby 
prevents himself from grasping these simple facts in an 
equally simple way, and,in order to find an escape from 
the difficulties which he has thus created for himself, 
turns to devices which are no less superfluous than they are 
inconsistent with the facts. He peoples the world of 
reality with a new kind of thing which, in fact, does not 
exist,—with a capital which has a real and “‘literal’’ ex- 
istence and which also is “‘something material,’’ and which, 
nevertheless, is something different from the capital goods. © 
It is a capital to which Professor Clark believes himself 
entitled at a later time to ascribe effects of its own, which 
are not the effects of capital goods; and capital whose 
relation to capital goods, notwithstanding all the rich 
phraseology of its creator, never can be made clear to 
simple common sense. 

For how can Professor Clark, side by side with the ex- 
pressions just cited, continue to define his true capital as 
“embodied value,” as “a permanent value in a shifting 
corporeal embodiment’’? If capital, as he now unequivo- 
cally says, is a mass of capital goods, how can it be em- 
bodied in it? Seriously, can a thing be embodied in itself? 
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Professor Clark seems to be ever under the spell of his 
formula as to the permanence of true capital. He repeats 
again and again its “continuance” (p. 355): this sup- 
posedly unequivocal fact compels us, he thinks, to admit 
the existence of something different from capital goods. 
But is there anything so unequivocal in this formula? 
May it not be used loosely as well as strictly? Consider 
the example of the capital that lasts fifty years (p. 356): 
does he really maintain that there is a ‘‘continuance”’ of 
the same identical thing? If capital, which fifty years ago 
was ‘‘created” in the shape of a farm, exists to day in a 
grandchild’s possession in the shape of a stock of silks, 
can and will Professor Clark assert with full scientific 
accuracy that the material thing which was capital fifty 
years ago and the material thing which is capital to-day 
are identical material things?’ Those men of affairs on 
whose expressions and conceptions Professor Clark is dis- 
posed to base his scientific system would probably say, 
with more or less hesitation and evasion: “‘In a certain 
sense the grandchild’s stock of silks is the same capital as 
the grandfather’s farm; but in another sense it is not the 
same. The farm was an agricultural capital: the silks 
are something quite different,—a commercial capital.” 
It seems to me unmistakable that this infusion of sub- 
jective conceptions into the question of identity rests 
simply upon the play of our abstraction carried out in 
different directions. The varying answers are possible 
only because at one time “‘stress is laid” upon one circum- 
stance, at another time is laid upon another, because we 
disregard or abstract from all other changes except those 
on which for the moment we ‘‘lay stress.” An affirma- 
tive answer on this question of identity can be reached only 
if we make use of abstraction as against all the changes 
which, in fact, take place and destroy real identity. The 


1 As to the material quality of Clark’s capital, see the foot-note preceding. 


e 

= 


32 QUARTERLY JOURNAL OF ECONOMICS 


identity of the capital that was created fifty years ago and 
of that now existing is not a brutal, unequivocal fact, but 
a flexible formula which can be adapted to the particular 
sort of abstraction which happens to be used.’ 

I must "beg the reader’s pardon if I weary him. But I 
venture to ask Professor Clark, and, if it be not super- 
fluous, the reader also, to consider another concrete ex- 
ample,—a house. A house, like any other constituent of 
Clark’s true capital, is an entity whose existence continues 
notwithstanding change in its constituent parts. It can 
be repaired, sundry parts can be changed, new windows 
can be put in, a new roof added. It can be enlarged and 
rebuilt; can be taken to pieces and put up again; can be 
put up on the same place and with the same materials or 
with only partial use of the old site and the old materials. 
How long can we say that it remains the ‘‘same’’ house? 
Would one receive an unanimous answer to this question 
from all quarters, or a series of somewhat different answers, 
each one with its justification? Must we not receive dif- 
ferent answers according to the different point of view 
from which they were given? One sort of answer might 
come from the lawyer who had occasion to consider a mort- 
gage on the house, another from the historian who had to 
decide whether ‘‘this” was the house in which a poet died. 
The philologist, the physicist, the logician, each from his 
point of view might give a different answer. Each would 
abstract from all considerations except those relevant for 
his purpose. We thus might have half a dozen different 

1 Incidentally, I would remark that I do not share Professor Clark’s opinion as 
to the complete change in the thought and speech of every-day life which, in his 
view, must set in if my opinion should prevail. I am in no way opposed to the use 
of abstract conceptions, which are indispensable alike for the man of science and for 
the man of affairs, nor am I opposed to the use of figurative expressions. But I 
am opposed to any practise in science of using abstractions and figures of speech as 
if they were realities. In any case it is not to be believed that any man of affairs 
would accede to Professor Clark’s views, and seriously be of opinion that, when he 


owns a factory, his property consists of any other ‘‘material thing” than the capital 
goods of which the factory consists. 
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answers on the question of identity. None the less, it is 
clear that we have not to do with six different material 
things, but with the result of six abstractions, each justi- 
fied for its particular purpose. Thus the formula as to 
the “‘continuance” of house and of capital rests not upon 
the solid basis of literally and unmistakably identical facts, 
but upon fluctuating subjective points of view. Hence 
Professor Clark may take comfort and assure himself 
that neither he nor economic science is under any logical 
compulsion to assume in the world of reality the existence 
of “permanent” things which correspond to his formula. 

I must pay my homage to Clark as a man of letters. 
Among the endless analogies which might be chosen, he 
has selected, in his examples of the river Hudson and of 
the human beings who reach the age of fifty or sixty, pre- 
cisely those which might dispose the reader in favor of his 
view. As to his example of living beings, to be sure some- 
thing might depend as to one’s views as to their ‘‘ identity,” 
—on one’s conceptions as to the “‘soul” and as to a “unit 
of consciousness” running through the various phases of 
life. These are considerations which cannot apply to the 
loose combinations of inanimate material things which we 
may elevate, according to our point of view, into “‘ unities”’ 
or “entities.” Such considerations even in their own field 
support at the best a spiritual dualism, but no hypothesis 
of the co-existence of two material things. It is better 
to leave to the other sciences which have to deal with such 
problems the riddles as to life and soul, and not to import 
these into the consideration of the very simple facts which 
@iggest no such riddles. I suspect I do no injustice to my 
opponent’s brilliant art of exposition by suggesting that 
he ever leads the reader to view the controverted questions 
through skilfully selected lenses which lead to that same 
optical illusion under which Professor Clark himself suffers 
and which he naturally wishes to impose on his readers. 
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I trust I have shown that the delusion so created disap- 
pears as soon as one steadfastly looks at other phases of the 
problem whose consideration my honored opponent has 
hitherto unremittingly avoided. 

Doubtless all this belongs rather to logic than to eco- 
nomics. I cannot escape the impression that the logicians, 
in case controversy of this sort should arise among them, 
would dispose of it very summarily. I suspect that in the 
specialized field of logic a decision has long been reached. in 
regard to controversies of this sort, in the shape of rules 
and examples for learners, so familiar that they are no 
longer worth discussing. But other parts of our contro- 
versy touch matters which belong, if not exclusively, at 
least in their main content, to the field of economics. 

First of all, I would remark that my distinguished op- 
ponent has a different and a less exacting conception than 
my own as to what is the “explanation” of a phenomenon. 
Only in this way can I understand what he says (for ex- 
ample, on page 362) in a somewhat ironical and would-be 
victorious tone. He mentions that the money receipts of a 
plough factory must suffice to buy new emery wheels and 
other tools that are worn out, to replace what has been 
spent for wages, including wages of supervision, and, 
finally, leave something as a return on capital. Such 
facts no one denies, and, in order to convince me of their 
‘*correctness,” it was hardly necessary to adduce the ‘‘dis- 
coveries” which my honored opponent made in his own 
experience with such matters. But I confess I am unable 
to see why Professor Clark speaks of the ‘‘conclusiveness”’ 
of an insight into these facts. He seems to find in these 
facts an explanation, or at least a long step toward an 
explanation, of interest on capital: whereas I see in them 
only a statement of the facts to be explained. I can only 
ascribe it to the absence of a clear discrimination between 
the ascertainment and the explanation of a fact that, 
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whereas I distinctly asked’ how the emergence of a net re- 
turn on capital was explained, Professor Clark ascribes to 
me an entirely different question,—namely, “‘how we know 
that there is any net profit whatsoever” (p. 362). That 
a net return on capital exists is obvious enough, and I 
have asked no question about it. Why a net return on 
capital exists is not obvious, and all Professor Clark’s 
experiences with his plough factory do not suffice to tell us. 

Finally, those very detailed descriptions which Profes- 
sor Clark quotes at length (p. 357) from his book, with the 
illustrations of A, B, C, and H, tell us nothing about it. 
They form a very neat description of the division of labor 
and the parcelling out of the steps in production. But they 
contain not a word of real explanation. They do not ex- 
plain, for instance, why the wages of the laborers in Group 
H (who, to be sure, cannot be clothed in the machines 
which they make nor live in the factories which they erect) 
do not exhaust the whole value of the commodities pro- 
duced by them. Everything that Professor Clark says 
about wear and tear, about replacement of capital, is 
simply a matter of description: it explains nothing.’ I 
might have cited this same passage of Professor Clark’s 
book to show that Professor Clark fails to undertake that 
investigation of the problem of rent, which I miss in his 
book. Professor Clark, very gently and politely, but none 
the less clearly, accuses me (p. 359) of not having given 
an accurate representation of his views. I fear that this 
accusation has no better basis than a constant confusion 
on Professor Clark’s own part between a simple statement 
of the facts, such as he has really given, and an explanation 
of the facts, such as he fails to give either in the passage 


1 See pages 261, 263. 


2 It is significant that Professor Clark himself introduces this quotation with the 
remark (p. 357) that in it the mode in which capital good provides for the emere 
gence of its successor is described. 
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which he has quoted or in others referred to by me. 
Further, Professor Clark, again in the way of correcting 
the remark made by me on page 259, lays stress upon his 
own statement that the share of the produce of a capital 
good which is needed to replace it does not go wholly to 
labor, but that part goes to capital (p. 360). I am glad 
to take note of this statement of his, but believe that a 
little misunderstanding lies in it. I had no intention of set- 
ting forth anything inconsistent with this statement. My 
reasoning rests upon the following undenied and un- 
deniable circumstances. In his diagram, Professor Clark 
treats as the product created by any added unit of capital, 
not the whole “gross product’’ of the co-operation of cap- 
ital goods, but only a part of that gross product; namely, 
that part which goes as net interest to capital. Now 
whatever goes as net interest to capital surely has nothing 
to do with the replacement or wear and tear: hence I 
concluded that Clark regards as the product of capital 
only that part of the total product which is free from any 
such claims, or, to repeat, the amount by which ‘‘the gross 
product exceeds what is needed for the replacement of the 
capital consumed in production.” Further, in his diagram, 
Professor Clark turns over to the laborers as wages every- 
thing which does not go as net interest to capital: whence 
I concluded that Professor Clark must have credited to 
labor the entire remainder of product produced with the 
co-operation of capital goods,—that is, that part which does 
not go as net interest on capital. I do not believe that 
Professor Clark would be disposed or would be able to 
raise any objection against this interpretation or reason- 
ing concerning his views. 

On the other hand, I had no intention, as Professor 
Clark evidently assumes I had, to undertake any more 
exact statement as to how much Professor Clark would turn 
over to capital in his diagram as net interest. More” par- 
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ticularly, I had no intention of limiting this amount to 
the sum which one particular capitalist would get as net 
interest; namely, that capitalist who conducts the last 
stage in production and who is the owner of the com- 
pleted capital good which yields a specified gross return. 
To put it more concretely, I am well aware that the gross 
yield of a spinning machine suffices to yield a net return, 
not only to the owner of the machine, but to the capitalists 
of the preceding stages who were concerned with the creation 
of the machine. In the language which is pertinent to the 
present discussion, net interest and wear and tear in the last 
stage of production are not identical with net interest 
and wear and tear of all the stages which lead to the final 
gross yield. I have no intention of ascribing any erroneous 
opinions on this subject to Professor Clark. Hence, as the 
attentive reader will see, I did not use the precise language 
which my honored opponent (no doubt in good faith) 
puts in my mouth,—language which would have been in- 
accurate. I did not say, as Professor Clark intimates that 
I did, that that part of the yield of a capital good which is 
not net income “‘for its owner” goes entirely to labor. I 
made use purposely of more general expressions, which 
refer to the whole return necessary to bring both net inter- 
est and replacement of wear and tear.’ 

I must point out, however, that the whole question, 
whether Professor Clark ascribes to capital a larger or a 
smaller sum, lies outside the scope of my criticisms. These 
bore not upon the extent of the shares ascribed on the one 
hand to capital as net interest, on the other hand to labor 
as wages, least of all on any ascription of too little to 
capital or of too much to labor. Their essential point is 

1I beg to refer the reader to what I said on page 254 in the text and on pages 


254 and 256 in the notes, where it will appear how carefully I refrained from under- 
taking any numerical exp i of Prof Clark’s precise method of imputa- 


tion. On the details of this method I am still in the dark, and any version of my 
own might not be in accord with Professor Clark’s intentions, 
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that the process of imputation from which he adduces the 
emergence of interest is not clearly brought before our eyes 
at the decisive point. To repeat the expression which I 
have already used, a net return to capital, distinct from 
any wear and tear, appears in his demonstration as a com- 
pleted distillate, whereas the process of distillation by 
means of the apparatus of imputation is not made clear. 
“By the means of the apparatus of imputation”: in 
these words I find the essential point of difference be- 
tween them. Professor Clark has promised to explain in- 
terest through the rules of imputation, and, as I still must 
believe, he has failed to keep his promise. Whenever he 
applies his apparatus, whenever he uses arithmetical or 
geometrical modes of stating how much in the way of 
product is gained or lost with the increase or diminution 
of a factor of production, he is silent on the subject of 
gross and net yield of capital, and evades any explanation 
of the relation between them. Where he says anything 
at all on this subject, he no longer applies the apparatus 
of imputation. We find in his book sometimes examples 
of complete disregard of this crucial step and sometimes 
remarks in which there is lack of explanation and proof. 
These omissions do not seem to me to be repaired in what 
Professor Clark now says in the latter part of his reply 
(p. 360). Is it any explanation of interest to say that one 
“‘finds” that the ‘“‘plus quantity,” -which is due to the 
presence of capital, exceeds the ‘‘ minus quantity,” which is 
the result of wear and tear? And, notwithstanding all 
the objections of my honored opponent, are we not still in 
the domain of the arithmetic of magic, when it is said (on 
page 361) that the entire gross product is due to the exist- 
ence of capital goods, and yet (on page 362) that only a 
much smaller product is due to the existence of the self- 
perpetuating mass of capital goods, namely, the net prod- 
uct, diminished by the amount necessary for replacement? 


THE NATURE OF CAPITAL: A REJOINDER 39 


In whatever way Professor Clark pictures the relation be- 
tween his true capital and his capital goods, it is certain 
that the mass of capital goods on page 362 can be no 
less than the capital on page 361, since between both 
there is, at least for a mathematical instant, complete 
identity. Without magic, how is it possible to ascribe to 
the existence of ‘‘a mass” of capital goods another and 
smaller product than to these same instruments or capital 
goods of which this mass consists? Is it a solution of this 
problem (a problem which I believe to be insoluble) or is 
it simply a bit of arbitrary procedure, if in the considera- 
tion of a mass of capital goods one part of its product is 
cut off at once and treated as if it did not exist? Does 
the fact that a flock of sheep must be slaughtered in order 
to get the mutton diminish the quantity of meat due to 
the flock? Has a married couple which brings five chil- 
dren into the world, and thereafter goes the way of mortals, 
bred only three children? The very laborers suffer a 
sort of wear and tear; to put it in other words, there is 
necessarily a consumption of goods and products, in 
order that their productive efforts should be maintained. 
Would Professor Clark maintain that this consumption is to 
be reckoned as a ‘‘ minus quantity” or a‘‘ negative product” 
in the process of imputation, and that the “laboring forces”’ 
(it will be recalled that he distinguishes between the con- 
crete workmen and the ‘‘ working” or ‘laboring force’’) 
bring forth as the product of labor a share diminished by 
this waste? 

How much product is due to an existing mass of capital 
goods is one question. Quite a different question is what 
factors bring about the existence of this mass of capital 
goods. This second question is not to be confounded with 
the first, not even in the way of a compensation. If 
Professor Clark had followed the strict rules of imputation 
in their natural sequence, he would certainly have come 
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across those really difficult parts of the problem of interest 
to which I have called attention in my criticism and 
of whose evasion I accused him. Professor Clark con- 
founds the two questions. A part of the product, which 
is in fact produced by a ‘‘mass of capital goods,” he fails 
to ascribe to that mass. On the other hand, if I under- 
stand his mysterious calculation, he ascribes to it some- 
thing else which, in fact, it has not produced, but which 
has been produced by other factors in production; namely, 
its own existence. He does this by means of its inherent 
“self-perpetuating”’ or “‘self-renewing”’ quality. 

On the proper mode of investigation in our subject and 
as to what constitutes an inadmissible ‘‘evasion,’’ Pro- 
fessor Clark entertains opinions diametrically opposite to 
mine. These opinions he has supported by reasoning 
which seems to me the most dubious part of his rejoinder. 
He believes that the problem of distribution which must 
be considered in our own day, and as to which social parties 
are especially in conflict, is how the product flowing from 
present production is divided between present labor and 
now existing capital. In the solution of this problem he 
believes we have nothing to do with past activities or past 
claims, which, to be sure, are to be investigated, but in- 
vestigated separately. The method of isolation requires 
us to avoid a confounding of the problem of the present 
with any problem of the past. My-.suggestion that the 
inquiry as to distribution be extended to those factors to 
which the existence of present capital is due he regards as 
due to a “‘confusion”’ resting on the simultaneous examina- 
tion of two different periods (pp. 364, 365). 

To this I reply as follows. Nearly all theories of dis- 
tribution, and, more particularly, the theory of my dis- 
tinguished opponent, rest the claims of the several pro- 
ducers on some sort of relation to the product whose ex- 
istence is due to them. The fundamental ground of justi- 
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fication is not that the immediate present decides as to 
the distribution of those things which at this same present 
are available. This perhaps would be the method of dis- 
tribution for a band of robbers, who proceed at once to 
the division of the booty before them. Distribution, in its 
economic sense, takes place among those who have taken 
part in the creation of the product and in such quotas as 
correspond to their contribution. No one has stated this 
principle more clearly and distinctly than Professor Clark 
himself. The gist of his whole theory of distribution is 
that each factor of production reaps that which is due to 
its contribution to the joint product. 

I ask, is it in any way possible to deny or disprove that 
the coat ready to-day has been created partly by the 
farmer who bred the sheep, the spinner, the weaver, and 
soon? This is surely so, notwithstanding certain peculiar 
views of Professor Clark’s, of which again I shall have occa- 
sion to say something elsewhere. But my opponent can- 
not deny that a consideration of the part played by these 
preparatory operations and of the share of these pre- 
paratory workers in distribution belongs to the theory of 
distribution, and is not to be set aside under the pretext 
that it is all a matter of the past. Is the creation of a 
consumable commodity—setting aside a negligible few 
of the very simplest products—ever the work of a mathe- 
matical instant? Is it not always the fruit of a process of 
production which runs through time and in which the co- 
operating factors succeed each other? And, this being the 
case, must not the operations gone through for the com- 
pletion of a consumable commodity be necessarily of the 
“‘past”’ kind,—in the case of the coat, everything except 
the very last stitch of the tailor? Is this not as certain as 
it is that the beginning and the middle of a piece of work 
must precede the end, and that cause must precede effect? 
And is not, then, a theory which bases distribution on the 
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contributions of the factors of production necessarily de- 
prived of its foundation if the contributions of the past 
are disregarded merely because they are past? 

Professor Clark speaks of a mixture of periods. Now 
what is the period to be whose limits we are to regard with 
such scrupulous respect? Literally one day, that “to- 


day” of which Professor Clark so often speaks? Or, 


perhaps a longer period? A week? A month? A year? 
Is there any essential difference between the nature of 
the contribution from the labor of yesterday and that 
of last week or of last year? Does not each of these labors 
contribute to the joint product, and must not each one of 
them, in precisely the same way, be incorporated in an 
“existing capital good’”’? Is not yesterday’s stitch of the 
tailor incorporated in the nearly finished coat in precisely 
the same way as the labor of the shepherd was incorporated 
in the successful stages of wool, yarn, and coat? Surely, 
the length of time of this incorporation is not material. 

Or is it perhaps a ground for distinctions that the inter- 
mediate product has a name of its own,—wool, yarn, cloth, 
—or that it has been put together in a different work- 
shop from that whence the final consumable commodity 
issues? Any one of these views surely quite misunder- 
stands the nature of the division of labor as a form of social 
co-operation. I know not which one of them to ascribe 
to my honored opponent. I can only ask again, What 
should decide the measurement of the period beyond which 
we are not to follow the share of labor in the creation of a 
final product without incurring the reproach of an inad- 
missible ‘‘confusion”? Nay, is it not clear that, when 
Professor Clark accuses me of confounding between periods 
in industry, I am really sticking to the subject which he 
has himself set before us? He tells us that the product is 
to be distributed among all the factors that co-operate in 
its creation. These factors in truth succeed each other: 
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we cannot do otherwise than to consider factors which are 
not contemporaneous and which act in different periods. 
Professor Clark, finally, says something about “past 
claims” and of a ‘‘problem taken from the past.” No 
doubt the shepherd who tended the sheep in a past year 
has been paid for his cq-operation long ago. But would 
my honored opponent still speak of past claims and past 
problems if, what is by no means an impossibility, this 
shepherd had not yet been paid? Would it not be unmis- 
takably clear in this case that a factor whose contribution 
was made in the past, nevertheless must be considered 
in the distribution of the present? Would it not, then, 
be obvious that an investigation is unavoidable as to the 
contribution which this earlier labor had made to present 
product? And that such an investigation is by all odds 
pertinent in order to ascertain how the present product is 
to be divided? Is this investigation perhaps superfluous 
or modified in its essential outcome, because a payment of 
wages has already been made for this earlier labor? More 
particularly for such a doctrine as Professor Clark’s, is 
not this payment to the earlier labor to be measured accord- 
ing to the contribution which that labor has made to the 
final product? And does not, therefore, the payment of 
that previous labor involve the ascertainment of the con- 
tribution of that previous labor? In fact, Professor Clark 
rests his whole scheme of distribution on the answer to a 
simple question of fact; namely, what part of a joint prod- 
uct is to be ascribed to each individual co-operating factor. 
Can the answer to this fundamental question be changed 
one iota by the circumstance that one of these co-operating 
factors has received payment in advance of the share due 
to it under this scheme? Can it suddenly cease to be true 
that this earlier labor, already paid, has co-operated in the 
creation of the coat, and is its co-operation more or less 
effective than it would be if the laborer had not been paid _ 
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in advance for the product due to his labor? The same 
question arises as to the share due to this past labor, 
whether the laborer appears in person or whether some 
representative appears who has paid him off and presents 
his claim. 

The crucial question then arises, does the fact that an 
earlier factor in production, say labor, has been paid and 
disposed of, make a change in the extent of its claim on the 
present product which it has aided to create? We must 
ask whether the laborer who has created an “‘ existing capi- 
tal good” may ascribe to himself the whole, or not so much 
of the whole, as is contributed by this capital good on its 
utilization by the person who has entered on its posses- 
sion. Is this only a problem of the past, an historical or 
antiquarian inquiry, with no bearing on the actual problem 
of distribution? Does not the answer involve the further 
inquiry whether a difference arises, something which is in 
reality, or apparently, deducted from the imputation of 
product to this past labor and which enures to the possessor 
of an existing capital good? Laborers to the present are as 
much concerned with the answer to this fundamental 
question as those laborers of the past who have already 
been paid or disposed of; for they will have precisely 
analogous claims on the product of the future. Is it per- 
haps to be supposed that the laborers, when they ask this 
question through those advocates who-present their theo- 
retical claims, are to be told first that their question comes 
too early, and next that it comes too late, but that it never 
is pertinent to the problem of existing distribution? The 
inquiry, in this view, would come too late if it bears upon 
the earlier labor which contributed to present labor; for 
then the only question is as to “past” labor, which is no 
longer to be considered in the existing problem. It would 
come too early if it bears upon the claims of present labor 
to the future product; for then the question is as to claims 
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on that future product which, according to the view I am 
combating, is not yet tobe considered. That veryinstant at 
which the future product becomes present and at which 
this essential condition for the existence of a present prob- 
lem is fulfilled, that very instant the problem at once 
ceases to be, since the previous labor has already disap- 
peared in the past! 

The peculiar and, in my judgment, dangerous conception 
to which my honored opponent holds, has its roots in his no 
less peculiar views on the whole subject of past and present 
in the process of production. I have already stated that I 
do not believe Professor Clark expressly to deny that the 
earlier labor of the shepherd has contributed to the coat 
now in existence. But, if I may so express it, he seems to 
think it equally true that this co-operation comes from 
the present labor of the shepherd who now is herding his 
sheep. The “‘synchronizing” effect of capital is supposed 
to bring it about that we can enjoy to-day in the form of 
consumable commodities the fruit of labor which is to-day 
still exercised in the preparatory stages.’ I have already 
set forth at length what my views are on this subject 
(p. 265). What Professor Clark says in his last article calls 
for no further reply. I am unable to see that he has really 
met my objections. He contents himself with repeating 
certain propositions which, I believe, I have shown to be 
quite untenable. I find again such familiar phrases as 
these: ‘‘If society does not insist on the coat made of that 
particular wool, but on a coat of some wool equally good, 
it can have it to-day in consequence of the labor of to-day’’; 
or again, ‘“‘I can have the water I need at once. Pumping 

1 At the very beginning of what he has most recently said on this subject, on page 
366, Professor Clark makes some remarks on the synchronizing function of capital, 
the precise wording of which might intimate that Professor Clark goes less far than 
his previous expressions on this subject have steadily gone. But Ihave no doubt 
that the use of these weaker expressions in this one passage took place only by acci- 


dent, and that Professor Clark has no intention of withdrawing or weakening his 
often-stated doctrine. 
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water in at one end will cause an outflow at the other.” 
As the context indicates, Professor Clark means here that 
a simultaneous outflow is brought about. 

I believe the words which Professor Clark italicizes are 
not justified. I do not deny that the desired commodi- 
ties are in fact obtained, under the conditions described 
by Professor Clark, without waiting; but they are ob- 
tained not in consequence of to-day’s labor, not in conse- 
quence of present pumping, but because they have been 
made ready by a chain of operations extending through 
the past. To follow his own simile, labor applied to pump- 
ing in the past has already filled the pipes. What the 
labor of the instant secures is not a present provision of 
completed commodities, but the continuance of provi- 
sion at some time in the future. The ground upon which 
I rest this view I have stated with great fulness in Part 
IV. of my earlier article (pp. 265 seg.), and I find no 
answer on the decisive point. My honored opponent 
turns the discussion to another point, which is quite im- 
material, when he says that under the supposed condi- 
tions “‘society gets what it wants.” This much is easy 
of proof, for, under the assumptions made, a stock of goods 
is already on hand due to previous labor and already con- 
taining in completed or nearly completed form what ‘‘so- 
ciety wants.” But this in no way proves that society gets 
its present provision not from past labor, but from present 
labor. To show this, my honored opponent applies again 
all the resources of his dialectics, which, brilliant as they 
are, constitute no proof. 

Professor Clark refers to a forthcoming work of his, in 
which his theory is to be further developed. I await it 
with all due interest. It will without doubt enrich our 
science. But it will be doubly welcome to me and to many 
others if it is quite clear and precise, especially as to the 
writer’s meaning on every point on which the author 
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of a connected theory of capital ought to have an opinion 
and to express it. The more clearly each link in a chain 
of thought is described, the better can we see whether they 
all fit together and form a tenable whole. 


E. Boum-BawErk. 


VIENNA. 


THE RENT CONCEPT, NARROWED AND 
BROADENED. 


SUMMARY. 


Manufacture and agriculture may be reduced to a common de- 
nominator; manufacture is merely a more highly intensive form of 
utilizing the forces and products of nature, while land plays the same 
réle in each form of industry, 48-50.—Rent depends upon absolute and 
relative position as to a market, and is sharply differentiated from 
interest, 51-53.—“‘ Land”’ rent is, however, only one kind of rent; the 
various forms of economic privilege also give rise to rents, 54-61. 


One of the fundamental tenets of the older economists 
was the distinct separation from the standpoint of eco- 
nomic science of agriculture from manufacture, of soil 
fertility from capital. The early economist saw clearly 
the prominent réle which natural powers played in agri- 
culture, but he did not as definitely perceive the aid which 
they also furnished to manufacture. The concept that 
soil fertility is a peculiar and unique natural gift which is 
due solely to natural forces is a result of inherited ideas 
derived from experience with a primitive form of agricult- 
ure; but in a more advanced stage of civilization it is 
clearly seen that the fertility of long cultivated but still 
“good” lands is highly artificial. Agriculture in an early 
stage was, and still is, in many localities, chiefly a method 
of appropriating the natural fertility of the soil, but primi- 
tive manufacture was likewise, in the main, appropria- 
tion of natural growths and products which were modified 
but slightly by labor and capital. The rude weapon of 
the savage is a natural growth,—a limb of a tree or a stone 
somewhat modified by the application of labor and’ per- 
haps of capital as well. The first agricultural product 
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was nothing more nor less than the fruits of such a com- 
bination. As we pass from primitive conditions, capital 
and labor have been rapidly pushed into the foreground 
of manufacturing industries; but these elements have 
also been gaining in prominence in agriculture. If differ- 
ence there is, it is surely one of degree rather than of 
kind. Alongside of frontier extensive appropriative agri- 
culture in the United States there existed frontier appro- 
priative manufacture,—the building of the rude wagon 
and house and the construction of the primitive plough. 
Manufacture has outstripped agriculture; and, in the 
latter, the work of nature is more evident to the ordinary 
observer. This condition has led to the extreme differ- 
entiation of the two in economic theory and to the at- 
tempt on the part of the theoretical economist to formu- 
late distinct economic laws for each. Our vision is clouded 
by past discussions and by superficial differences. We 
must try to shove those difficulties and obstacles to one 
side, and look below the surface unbiassed, as far as may 
be, by the past. Both agriculture and manufacture re- 
quire a market, both ask for the co-operation of natural 
forces, capital and labor; and in both, as progress con- 
tinues, the relative need of capital and labor increases. 
Different kinds of land, environment, topography, and 
climate, have different products or rotations of products 
for which they are best adapted, exactly as certain grades 
of iron or coal or certain machines are best adapted to 
certain uses. Both factories and farms are subject to 
deterioration; both call for a depreciation fund. Varying 
amounts of capital and labor, per unit of area of ground 
space, may be profitably utilized on various kinds of land 
and in different sorts of manufacture. In intensive agri- 
culture the soil is made just as truly as is the factory 
building formed. The soil is spread over a definite sup- 
porting area, exactly as the machine shop covers a defi- 
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nite area. A farmer may increase his gross product by 
cultivating more land or by utilizing his present area 
more intensively. Likewise, a manufacturer may build 
another building or he may add another story to his ex- 
isting building. The considerations which lead him to 
make his decision are similar to those which appeal to the 
farmer. The law of diminishing returns for a given area 
must apply equally to both agriculture and manufacture. 
Increase in population and wealth have made possible 
the sky-scraper, the well-ballasted and well-equipped 
railroad, and the large steel plant; but these two factors 
have also produced the fertile, intensively cultivated 
market garden. There is no greater difference between 
the modern office building and its predecessor of three- 
quarters of a century ago than there is between the well- 
cultivated market garden of to-day and the frontier farm 
of that earlier period. Excessive and unusual importa- 
tion of agricultural products causes disaster to overtake 
the farmer just as large importation of manufactured 
articles affects adversely the home manufacturer. In 
brief, manufacture is a highly intensive form of utilizing 
the products and forces of nature; agriculture is a less 
intensive form. ‘Agriculture and manufacture are simply 
two different ways of utilizing the forces of external 
nature.” * 

Altho agriculture and manufacture may be reduced to a 
common denominator, in that both merely utilize natural 
forces and materials through the co-operation of land, 
labor, and capital, practical obstacles make extremely dif- 
ficult the separation of capital from land in agriculture. 
At the time when the economists of the opening and the 


1 Commons, Distribution of Wealth, p. 137. In the Report of a Committee of 
the House of Commons (1813) is found this statement: ‘‘For if the agricultural 
capital is considerably increased, its effects on the quantity produced and the 
expense of production, and also in lowering prices, will be just the same as when 
employed in manufacture.” Quoted in Economic Journal, vol. ii. pp. 58-59. 


— 
| 
| 
i 
| 


RENT CONCEPT, NARROWED AND BROADENED 51 


middle portion of the last century wrote, urban land and 
city land rents were of relatively and absolutely less im- 
portance than to-day; and at that time manufacture was: 
only on the threshold of the factory era. On this account. 
their attention was naturally directed almost exclusively 
to agricultural rents. To-day, however, there is no valid 
excuse; imitation and lack of initiative alone have kept 
us in the beaten paths. When studying the phenome- 
non of land rent, urban land and land used in manufact- 
ure and commerce rather than that utilized for agri- 
cultural purposes should be considered. Writers who 
persist in studying agricultural rents are investigating the 
more obscure manifestations of rent phenomena. In the 
case of land used in manufacturing or commercial enter- 
prises, the separation of land from capital is, except in 
unusual cases, not difficult of achievement; it is not easy 
to conceal the marked differentiation between the two. 
The true function of all land is, in fact, reduced to that of 
land in a city; namely, to that of furnishing a site upon 
which to do business. The value of the site depends upon 
the “‘inarket opportunity” which it offers. It has been 
objected that this is an application of the “term land to 
something which is not economic at all.”? Surely, this 
critic overlooked the existence of city land; or, is city 
land non-economic? 

Altho much of our economic analysis is vitiated by 
the sharp distinction drawn between agriculture and 
manufacture, between the soil and its processes, on the 
one hand, and the factory and its technic, on the other, 
some economists have gone to the opposite extreme, and 
have tried to merge the concepts of rent and interest. 
Land is considered to be a form of capital. “Pure capital 


1 See Commons, Distribution of Wealth. 
2 Johnson, Publications of American Economic Association, November, 1902, 
p. 43. 
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stays longer in some forms than in others. It remains 
for an instant in steam and for an hour in the fuel that 
generates it. It stays for weeks in unfinished products, 
for years in the machines that made them, and for decades 
in the buildings that house them. How long may it re- 
main in the land under the building? Here, indeed, is an 
exception to the rule of endless wandering. Pure capital 
that vests itself in land is at liberty to stay there indefi- 
nitely.”* Does not this statement indicate that a line of 
demarcation must be drawn between land and capital? 
Here is something which does not need to be renewed, 
which does not suffer depreciation, which does not wear 
and waste away. According to Clark there are four 
kinds of utility which give value to land as defined by 
him, namely: (a) fertility due to drains, irrigating canals, 
etc.; (0) fertility due to enrichment of the surface loam; 
(c) accessibility through better transportation, and (d) ab- 
solute local proximity to markets. The first three are 
called manufactured utilities; the fourth, a monopoly 
factor? Several points must be noted in regard to this 
analysis. The first two factors, or ‘‘manufactured”’ util- 
ities, are in old communities due in a large measure to the 
efforts of the present or former cultivators of the land. 
The last two factors are produced by growth of markets. 
Pure capital does not inhere permanently in the first two 
factors; both are subject to depreciation and need renewal 
as does a machine. The last two factors, on the other 
hand, are not in themselves subject to wear and tear. 
They do not deteriorate as a result of constant or irregular 
use. The properties of the two pairs of utilities are es- 
sentially different. Again, in the case of city building 
sites, the importance of the first two factors, except in 
peculiar cases, falls to practically zero. On the contrary, 
therelative and the absolute position of land which depends 


1J. B. Clark, Capital and its Earnings, p. 15. 2 Ibid., pp. 46 and 47. 
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upon the development of methods of transportation and 
communication, and upon the growth of population and 
capital, rises to a position of great importance in the deter- 
mination of the value and utility of land in cities. The 
important elements in purely agricultural land which tend 
to merge and confuse the practical distinction between 
capital and land are removed in the case of city land. Of 
course, land used near the margin for manufacture or for 
residences may offer, if fertile, an alternate use for gar- 
dening. This can have, however, no very appreciable 
effect on landed property not situated on the outskirts of 
a city. 

On the one hand, then, a large portion of the value of 
agricultural land, in long-settled regions, is given it by the 
men who have tilled the soil; but in the cities, on the other 
hand, the value of the land is due to social action and con- 
ditions. Land when used for agricultural purposes con- 
sists of two distinct elements,—one which does and one 
which does not obey the laws of capital, as stated by 
Clark. Land used for non-agricultural purposes derives 
its utility from economic factors which do not obey the 
laws of capital. Logically, as a result of this fact, it is 
necessary to restrict the meaning of the term “land,” 
when used in connection with agriculture. Soil and all 
improvements of all kinds in or upon the land area must 
be called capital, as they obey the laws of capital. Land 
in its proper sense furnishes standing room and situation 
with regard to markets.’ According to this definition, 
land performs the same function in agriculture as for all 
non-agricultural purposes. Rent for land is made a 
nearly homogeneous concept. It depends upon absolute 
and relative position as to a market. Interest now cor- 
responds to the product of pure capital, independent of the 
industry in which its concrete components are employed. 


1 Commons, Distribution of Wealth. 
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Up to this point the discussion has tended to narrow 
the concept of rent and to differentiate it from interest. 
‘Now it is necessary to broaden the concept in other direc- 
tions. ‘Rent is always present in any complex society, 
disguised, however, as a funded income and sold on the 
investment market as though it were interest on capital 
goods.”* “It is, then, land and other opportunities, not 
‘fixed capital, to which the law of rent is properly applied. 
‘Those opportunities as well as land are social and legal 
Telations.”? 

The two forms of income, rent and interest, are, accord- 
ing to this analysis, subject to entirely different economic 
laws. One is a return from concrete capital actually sunk 
in the business, manufacture, commerce, or agriculture; 
‘and this return is subject to the action of competition 
which fixes it at the current or market rate of interest. 
The other kind of income, on the contrary, comes into 
existence because the product is produced in connection 
with a market. Situation or some business advantage, 
legal or personal, has given the manager of this business a 
strategic position. Men who control land in proximity 
to markets, or who control the most available means of 
transportation of goods into markets, are able to capitalize 
those opportunities or privileges and to levy toll upon the 
people who buy and sell in the markets thus controlled. 
In short, they are able to obtain a return in excess of 
the interest rate on the capital invested. 

“When we have inquired what it is that marks off land 
from those material things which we regard as products 
of land, we shall find that the fundamental attribute of 
land is extension.”* But Professor Commons has pointed 
out that mere extension is of value only when considered 
in connection with the sale or consumption of the products 


1 Patten, Theory of Prosperity, p. 134. 2? Commons, Ibid., p. 168. 
3 Marshall, Principles of Economies, chap. ii. sect. viii. 
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to which the quality of extension furnishes standing room. 
Situation with regard to markets, not mere extension, 
causes value to be attributed to land. Land is in a sense 
produced, but it differs from a tool in that it occupies of 
necessity a certain fixed space, in that it stands in certain 


peculiar relations to markets, which relations cannot 


be duplicated. This peculiarity, which is in a sense a 
monopoly privilege, is a factor entering into the price of that 
piece of land. Johnson asserts that ground rent is, or 
may be, competitive, and hence he concludes “that there 
is a fundamental difference between the so-called rent of 
monopolies and the rent of land.”* This implies a con- 
tradiction of terms. If we abstract from the popular term 
“land” the elements which truly belong to capital, what 
causes value to adhere to land proper? It is the very 
fact of a lack of competition. In so far as one land area, 
as land, is more valuable than another (that is, produces a 
higher rent than another), to that extent is its situation as 
regards a market more desirable. If all land areas were 
equally desirable in location as regards markets, pure 
land rent would, up to the present time, probably be an 
unknown phenomenon. All franchises, rights of way, 
patents, monopoly privileges, and business advantages, as 
well as land, stand in peculiar relations to markets. Their 
value is due to the exclusive and peculiar position which 
they occupy. The conditions and relations which they bear 
to particular or to all markets cannot be duplicated or 
reproduced. 

This monopoly power has come into being because of the 
existence of a complexly organized society. Aggrega- 
tions of people lay the foundations for exchange of products, 
and a market results. This market is chiefly the result of 
the existence and efforts of aggregates of people of a certain 
degree of culture and civilization. While a market for a 


1 Publications American Economic Association, November, 1902, p. 109. 
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certain class of goods may apparently be built up solely 
through the efforts of certain individuals, the demand for 
these goods, if analyzed carefully, will be found to be due 
to the fact that a population of a certain degree of culture 
and civilization lives in proximity to the plant producing 
the goods. In every case there is a sort of co-operation 
between producers and society. A considerable portion 
of any surplus return over interest is due to society, not to 
the individual or the corporation operating the business. 
Good will, for example, is not solely and purely the result 
of individual sagacity, honesty, or affability: it depends 
in no small measure upon the fact that there is a market 
for the vendor’s goods. It is as much dependent upon the 
characteristics of the general public as upon the personal 
equation of the individual business man. Both business 
man and general public are essential and co-ordinate factors 
in the formation and continuation of “good will.” The 
capitalization of all market opportunities or intangible 
rights and privileges is simply the capitalization of a semi- 
social product, altho the portion attributable to society 
is greater in some cases than in others, and, when viewed 
from the practical standpoint of taxation, the returns 
from such capitalization should be subjected to different 
considerations from those bearing upon the return from 
capital. 

“Tt thus appears that in the case of a purely industrial 
monopoly there does accrue an ‘unearned increment,’ which 
varies in amount as between corporations with their age, 
their location, and their past financial history, and it is 
certainly just that the rate of taxation should vary with the 
more or less advantageous situation of the corporation in 
question.’ “In the case of quasi-public industries the 
State should share with the companies in the constantly in- 
creasing value of the franchises it grants.”? ‘‘ While it is 


1 Adams, Finance, p. 466. 2 Tbid., p. 466. 
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true that the influence of social development upon the 
increase and decrease of land values may be more clearly 
traced than in other property, it is a mistake to assert that 
this influence is confined to landed property.’’* No dis- 
tinction, in kind, should be drawn between the surplus 
or “unearned increment,” whether arising from landed 
property, public service corporations, or ordinary business 
corporations. In fact, a tax on land values, minus all 
values due to buildings, or improvements of any nature 
whatsoever, is in the nature of a franchise tax. The right 
to occupy and possess land to the exclusion or displace- 
ment of others is “a right conferred by government of 
conducting an occupation either in particular way or 
accompanied with particular privileges.” This is Profes- 
sor Seligman’s definition of a franchise. Unless legal 
quibbling is resorted to, this may be applied to residence 
property as well as to that used for business purposes. 
This conception may be extended so as to cover practically 
every form of market opportunity. 

In 1814 David Buchanan observed: “The profit of a 
monopoly stands on precisely the same foundation as rent. 
A monopoly does artificially what in the case of rent is 
done by natural causes. It stints the supply of the market 
until the price rises above the level of wages and profit.”’? 
Professor Patten urges that the state is undoubtedly a 
partner in all industry, and as such is justified in taking 
a share of the surplus produced. A tax may be considered 
to be a share in a surplus produced.’ If this theory of 
taxation is valid in the case of industries subjected to com- 
petition and unprotected by any artificial or monopoly 
privilege, its validity surely cannot be questioned in the 
case of those industries in which monopoly does exist. 

1 Adams,' Finance, p. 427. 


2 Quoted by Cannan, Distribution and Production, p, 222, 
3 Dynamic Economics, p, 106. 
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To argue that all industrial enterprises contain elements 
of monopoly does not affect the contention. 

In so far as ownership of land, possession of franchises, 
patents, good will, or any other kind of special privilege 
or opportunity exists, to that extent is a favored individual 
or corporation raised above the attacks of competition. A 
surplus is received which may be called “market opportu- 
nity rent,” or simply rent. If the value of all improve- 
ments of any kind whatsoever is excluded, land rent is a 
market opportunity rent. All returns from special market 
opportunities, monopoly gains, or ‘“‘forced’’ gains of any 
sort, may be reduced to a common denominator and held 
to be subject to similar considerations. Accordingly, 
the theoretical economist and the student of taxation 
must divide what the practical man ordinarily terms 
“capital” into two classes,—capital and the capitalized 
value of market opportunity rent. The rate of capitali- 
zation of market opportunity rents will vary chiefly with 
the probability of the permanency of such income. In a 
business where good will or extraordinary ability is re- 
quired and exercised, thereby bringing in large returns, 
the capitalization will of course be less for a given market 
opportunity rent than in the case of perpetual or long-time 
franchises or of ownership of land. 

The income received by individuals who are engaged 
in industrial or professional work may be subjected to a 
similar classification. Every man receiving an income 
greater than that received by the marginal man in that 
particular group, really receives wages and a rent due to 
personal ability, but which may justly be called a market 
opportunity rent. A skilled worker, for example, expends 
a certain amount of capital, time, and energy in acquiring 
his trade. The value of his services to the community is, 
in some measurable degree, proportional to the difficulty 
in attaining entrance to his trade. There is a minimum 
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wage payment for all men in a given trade in a given 
locality; this is ordinarily pure wages. The amount of 
any wage payment over and above this minimum may be 
considered to be a rent. This minimum wage may also 
contain an element of rent, as in the case of a strong union 
which is able to raise the wages for a certain trade or 
group of workers. As a rule, this personal ability rent 
never reaches a high figure except in case of certain pro- 
fessional men or salaried officials. 

Extraordinary skill or ability is not solely an individ- 
ual product. The school, the library, the press, the in- 
fluence of others, the inheritance of culture, civilization, 
material wealth, and a thousand other social forces, have 
all aided in making the individual what he is. His ser- 
vices are also of value only in view of a market. This 
so-called personal ability rent is closely associated with 
rent of land or with the rent received from a patent right; 
all are semi-social products, all are market opportunity 


- rents. These are returns in the production of which so- 


ciety plays a prominent part. 

The owners of such legal monopolies as patents and copy- 
rights are protected in their rights for only a limited term 
of years. At the end of this definite period the value of 
the business built upon this monopoly falls to the capital, 
or reproductive, value of the plant, unless some other ad- 
vantage is enjoyed by the company. In the case, however, 
of the possession of some so-called natural monopolies, such 
as land or rights of way, this advantage becomes perma- 
nent, and is capitalized at a lowrate of interest; that is, at a 
high value. Other trade advantages, such as good will, per- 
sonal ability of the entrepreneur, or trade secrets, are much 
less stable and less certain of permanence, and are capital- 
ized at a higher rate of interest, that is, at a lower value 
relative to income. It has been pointed out that, if copy- 
rights were granted in perpetuity, there would be a very 
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wealthy family of Shakespeares, descendants of the illus- 
trious William, receiving a princely revenue as a conse- 
quence of the genius of a man who lived many generations 
ago. Why should not the benefits of a patent accrue to 
the patentee, his heirs and assignees forever, as well as 
those derived from the ownership of a valuable piece 
of land or of mining property or of a railroad right of 
way? If the effect of inherited bias could be obliterated, 
as of course it cannot, if we could look at this matter 
with an unprejudiced eye, the similarity between these 
various kinds of privilege would be recognized, and the 
various incomes derived therefrom would be classified in 
one group. 

The man who develops a mine or who takes up new farm 
land stands in a similar position to that occupied by the 
inventor or the author. He performs a valuable service 
to society, which service is accompanied by more or less 
risk of pecuniary loss, and which, if extraordinary gains 
are to be received, ordinarily requires a high degree of en- 
ergy, foresight, and personal initiative. The world needs 
the services of men possessed of these qualities; they 
should be well rewarded. If successful, if they have 
chosen the right mines or farms, if they have developed 
these in such a manner that the mines or the farms produce 
good or unusually large outputs, extraordinary rewards 
should accrue to these individuals, temporarily at least. 
But after the mine or the farm has reached a firm business 
basis, after the experimental stage is passed, the pressing 
need for the payment of extraordinary returns by society 
is removed. A railroad, for example, when first built, in- 
volves risks of various kinds. Undoubtedly, the builders 
of a railroad should for a term of years be well rewarded, 
exactly as the inventor of some valuable appliance or 
process should be. But it should be clearly recognized 
that the extraordinary returns which may for a term of 
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years be considered as a payment for risk must finally be 
transmuted into market opportunity rent. The recog- 
nition of this modification in the nature of such returns 
is as important to the student of the monopoly problem 
or of tax ref.-m as it is to the theoretical economist. 

If the analysis herein presented is adequate, a sharp 
line of demarcation may be drawn between interest and 
“market opportunity rent,” or rent. The concept of rent 
as applied to a return received from land is narrowed to 
include only that portion of the total return which is due 
to situation in respect to a market, or, in other words, 
to that which is due to land considered as an area upon 
which to carry on industrial operations or to perform ser- 
vices which are demanded by society. On the other hand, 
the concept is broadened so as to include all returns which 
are due to special privileges,—to market opportunities 
of all kinds. Land rent in its restricted sense is only one 
form of “rent.” Rent is an income received because of 
the existence of some economic privilege or desirable 
market opportunity which is not susceptible of deprecia- 
tion in the sense of physical wear and tear. 


Frank T. CARLTON. 


ALBION COLLEGE. 
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AN ILLUSTRATION OF THE CONTINUITY OF 
THE OPENFIELD SYSTEM. 


THE arrangements of openfield or champion farming 
are not easily realized and understood by persons accus- 
tomed to the compact plots and fenced-in fields of the 
English estates of the present day. How are we to con- 
ceive that people holding land in hereditary tenure and 
protected in their ownership against outsiders had to sub- 
mit to all sorts of regulations and restrictions in disposing 
of their land? How is it that property the title to which 
was recognized to be private by the courts depended in 
its economic use not so much on the owners as on a union 
of neighbors? What was the juridical nature of that union 
and from what sources did it derive its powers? By what 
machinery were its decrees formulated and enforced? 
These and other puzzling questions present themselves to 
the student of rural antiquities, and his perplexity is not 
likely to be lessened by the consideration that the system 
.in question obtained not only in certain regions of Eng- 
land, but over the greater part of Europe, that it arose 
in the early Middle Ages and lasted in many places up to 
the nineteenth century, that it was not merely a method 
of managing tillage and pasturage, but an arrangement 
of property connected with the distribution of land in 
equal or proportionate holdings. 

Our information about the working of the system comes 
from different sources, and its parts overlap to a certain 
extent. There are traces on the soil itself, still visible 
in the shape and names of the fields and in the agrarian 
maps of the time before the inclosures. There are stray 
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references in ancient Anglo-Saxon and Anglo-Norman 
documents. There are fines and regulations entered on 
court-rolls dating from the fourteenth and later cen- 
turies. It is evident that there is a unity and continuity 
of purpose and practice between these various groups of 
evidence, but the persons who were responsible for their 
existence did not take care to explain to us in what manner 
they have to fit, how the original roots of the institutions 
in question are to be connected with their later offshoots. 
One thing is clear; namely, that it would amount to a 
kind of scholarly self-annihilation to reconstruct the 
openfield arrangement of each period purely and solely 
on the strength of the evidence belonging to this period. 
It is surely not unreasonable to illustrate the use of Saxon 
headlands and temporary fences by Middle English and 
even modern practices. It would, of course, be danger- 
ous to assume identity in every detail. But it is difficult 
to escape the conclusion that there was identity at bottom 
in the working of institutions characterized by the same 
peculiar terms and the same artificial practices. I wish 
on the present occasion to give an account of the rural 
by-laws of the Oxfordshire manor of Great Tew, a place 
popularly known as the residence of Lord Falkland in the 
reign of Charles I. Three court-rolls of this manor have 
been courteously communicated to me by Mr. A. Ballard. 
They are of the years 1756, 1759, and 1761, but the arrange- 
ments described in them are very archaic and tally well 
with much earlier information. 

1. Before studying these court-rolls, let us glance at 
some passages from Domesday Book and from the Hun- 
dred Rolls of Edward I. bearing on the manor in ques- 
tion. The Domesday survey does not make a definite dis- 
tinction between the various Tews mentioned by it,’ but 
Great Tew must have corresponded to the principal 


1 Domesday, i. 155 d, 156 d. 
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manor of the name entered in the fief of Odo of Bayeux.' 
It was in William the Conqueror’s reign a large estate 
with a considerable home farm, containing six plough- 
teams and tenants’ land tilled by sixteen teams. The 
estate was rated at sixteen hides, and there was land in it 
sufficient for twenty-six ploughs—that is, approximately 
3,120 acres of fair arable land. It is noteworthy that 
the assessment corresponds exactly to the number of 
actual teams belonging to the tenants. The cultivation 
fell short of what it might have been by four ploughlands, 
there being only twenty-two teams on an area where 
there was land for twenty-six ploughs. The rural popula- 
tion consisted of thirty-one villain and eight bordarii 
households, besides fourteen serfs. As we may assume 
that these last were working on the home farm, there 
remain the thirty-one villains as the chief shareholders 
of the sixteen dependent teamlands, about one villain 
per half-team,—an equation which is rendered still more 
exact by the presence of the eight bordarii, small tenants 
who must have shared the remaining half-teamland 
between them, getting on the average seven and a half 
acres each (on the scale of 120 acres per teamland). 

In the Hundred Rolls of Edward I., Great Tew appears - 
under its distinctive name. Three owners have shares 
in it. John de Perwes (Preaux?) holds two-thirds from 
the Earl of Arundel. Another estate belongs to the four 
daughters of Roger of Somery, as tenants of the same 
fief of Arundel. A third portion had been carved out 
for Baldwin de Ver, and was held of him by his brother John 
and some assigns (assignati).? In the Testa de Nevill, 
a scutage roll of the close of Henry III.’s reign, were 

1Ibid., i. 155 d: Idem episcopus tenet Tewam. Ibi sunt xvi hidae. Terra 
est xxvi carucis. Nunc in dominio vi carucae, et xiv servi, et xxxi villani cum 


viii bordariis habent xvicarucas. Ibi ccc acrae prati xii minus et ci acrae pasturae 
T. R. E. et post valuit xx libras. Modo xl libras. Alnod Chentise tenuit. 


? Rot. Hundr., ii. 845 
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mentioned the estates of Ralph de Preaux, Roger de 
Somery, and Baldwin de Ver.' Notwithstanding the 
division of the property between several feudal owners, 
Great Tew evidently continued to form a unit in regard 
to the economy of the township. At any rate the villains 
of the different fractions were subjected to similar dues 
and services; they held their tenements on the standard 
of the peasants of John de Preaux. The six Domesday 
carucates of the home farm may perhaps still be recog- 
nized. John de Preaux is possessed of three, the daughters 
of Roger de Somery and John de Ver two, while the re- 
maining sixth may be represented by small free tenements 
formed out of the domain.? It is remarkable that the 
sixteen teamlands, rated as hides of the Domesday tenants, 
have also come down to the time of the Hundred Rolls. 
There are still eleven holders of half-teamlands on the 
fief of Preaux, and sixteen virgaters, while a tenant of 
John de Preaux, William of Childegrave, has three peas- 
ants holding half a teamland each and two virgaters. 
Two virgaters and two holders of half-teamlands are to 
be found on the land of Roger de Somery. In the portion 
of the De Vers the grouping of the yardlands is not expressly 
given, but there are eight villain households with twelve 
virgates between them. One virgate and a half are said 
to be freehold, and two curious tenements of half a hide 
each are described as socage holdings. Altogether fifteen 
and a half teamlands or hides and one oxgang are accounted 
for in this way as distributed in double and single yard- 
lands, one oxgang being added by way of exception. 
The remaining three oxgangs to make up the sixteen hides 
are more than balanced by a certain number of free 
tenements, which in some cases may have grown on 
1 Testa de Nevill, 101, 102. 


2 Rot. Hundr., 1. c.: Druetus de Pratellis tenet 6 acras terrae quae vocatur 
Revelond et reddit per annum 2 solidos ad vitam suam et uxoris suae et sui pueri. 
Henricus Dapifer tenet terram quae vocatur Mulelond pro 2 sol. annuis. Abbas 
de Redinge 12 acras prati reddendo dimidiam libram piperis, etc. 
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assarted land in the interval of nearly two hundred years 
between 1086 and 1279. One element of uncertainty is 
brought in concerning the latter by the fact that we are 
unable to trace definitely the history of those portions 
of the Bayeux estate in Great Tew which appear in 
Domesday as carved out for its knights. I cannot make 
out, at any rate, whether they would have to be reckoned 
in Great Tew or not, and whether they had kept up a 
separate existence until the reign of Edward I. The 
general correspondence between the enumeration of the 
villains on the estate of the bishop of Bayeux and the 
survey of Great Tew in the Hundred Rolls is striking, and 
it is especially worth notice that the ancient normal 
holding of two yardlands had kept its ground in morethan 
half the total number of recorded instances. It is not 
strange that it should have been broken up into single 
yardlands in many cases, but it is rather to be wondered 
at that it should have survived in so large a number of 
cases. 

The social condition of the villains of Great Tew was 
characterized by the following principal features. In the 
summer each half-hide holding had to send one man to 
work for the lord every day of the week except Saturdays. 
In the autumn three laborers had to come on Mondays, 
besides two boon-works when the whole family, except 
the housewife and the shepherd, had to put in an appear- 
ance. In winter the labor services were not heavy, being 
restricted to three ploughings, two harrowings, and some 
other minor works. Merchet was levied from all the 
villains marrying their sons and daughters. The villains 
of the sub-manor belonging to William of Childegrave 
had redeemed their labor services for a certain payment 
of 16s. 8d., but were, nevertheless, subjected to merchet.’ 


1 Rot. Hundr., 1. c.: Villani ejusdem Willelmi: Robertus Attelake tenet in ville- 
nagio de predicto Roberto (sic) de Chaldegrava duas virgatas terrae reddendo per 
annum xvi sol. viii d. ad certum pro operacione et auxilio, sed debet pueros suos 
redimere. 
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They were still technically villains, although the compilers 
of the Roll were evidently aware of the contradiction 
between the debasing fine and the certainty of services. 
A marriage fine was due even in the case of the two socage 
holdings on the land of the De Vers, but the entry is 
carefully worded so as to omit any expressions implying 
a debasing character in the fine.’ It is difficult to say 
where the two socage tenants came from: there is no 
trace of sokemen in the Domesday entry nor any indica- 
tion of ancient demesne condition. The predecessors 
of the two tenants in question must have been included 
in the general group of villains in the Domesday Survey, 
while the thirteenth century record makes it difficult 
to distinguish between the various elements of the group. 
The services of the socagers are expressed mainly in 
money rents, but a few ploughings and day-works in 
harvest time are also customary, and suit of court is 
required. 

There were several free tenements in Great Tew, and 
they are mostly organized as virgates and half-hides 
charged with rents in money and kind. The terminologi- 
cal distinction between the free and the socage holdings 
may have depended on the fact that the latter were still 
implicated in some rural work, while the former had 
nothing else to do but to pay. Anyhow there can be no 
doubt as to the fundamental similarity of all the tene- 
ments—free, socage, and villain—in regard to the ar- 
rangement into holdings. They are nearly all shares 
constituted as single or double yardlands. 

2. One of the most remarkable features of the eighteenth 
century court-rolls given below is the continuity of the 
system of holdings described in the Hundred Rolls of 
1279. Although of course personal bondage had entirely 


1Ibid., 846: Soccagium ... Et si idem Johannes nihil habeat filiam maritan- 
dam debet dare serjanto dicti Willelmi de Ver i glayvam vel iv d. ad conducendam 
eam intra 20 leucas si necesse habeatur. 
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disappeared, and the inhabitants were ordinary freeholders 
and copyholders at common law, their rights and duties 
were, even in the eighteenth century, apportioned according 
to yardlands’ and hides. The latter are mentioned twice 
as “‘outside” hides in the fields,? and it is made clear 
in this way that the distribution of arable strips followed 
a certain order, some hides coming to lie on the outside 
and some on the inside of the furlongs. The shares were 
thus not only ideal, but real in the sense of being repre- 
sented by concrete pieces of land with definite limits. 
We are informed indirectly that the ownership of the 
plots forming the holdings was parcelled up in an irregular 
way between greater and lesser tenants. In other words, 
the yardlands and hides had ceased in the eighteenth 
century to be units for the equalization of households, 
although they still remained units for apportioning rights 
and duties to the members of the township. The families 
having interests in the yardlands were left to settle between 
themselves who had to do and to get more and who less, 
but the hides and yardlands of the village were charged 
with duties and endowed with rights according to propor- 
tion. We are not told, unfortunately, how many shares 
of different kinds there were in Great Tew in the eighteenth 
century, but, considering the extreme tenacity of custom 
in such matters, we should not wonder if it were discovered 
some day that there were still sixteen hides and sixty- 
four yardlands at that time, or very nearly that number. 
I may add that the case of Great Tew is by no means an 
isolated one. In a number of modern instances of cham- 
pion farming the ancient holdings are distinctly men- 
tioned,‘ and it is hardly too bold to surmise that the 


1See below, the court-rolls of Great Tew: Appendix, i. 3; ii. 10, 15. 
2 Ibid., ii. 24; iii. 1. 3 Ibid., i. 3. 


See Ad. Stark, The History and Antiquities of Gainsborough, London, 1817, 
p. 160. By-laws made at the May Day Leet in 1601, cl. 6: that no man keep or 
tether any horse in the ox pasture or in the Pitt-hills, but for every oxgang one. 
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regular method of effecting the intricate apportionment. 
of rights and duties under this system was to use for the 
purpose the ancient distribution into hides, yardlands, 
and oxgangs. 

The three court-rolls before us are mainly records of by- 
laws and elections made at the annual autumnal meeting of 
the court baron and court leet of the manor of Great Tew. 
We are reminded that the Hundred Roll of 1279 attributes 
to the lord of Great Tew in the reign of Edward I. the right 
to hold the view of frankpledge without the sheriff, as 
well as some minor franchises.’ As a constituted leet,— 
that is, a fraction of the hundred of Dunmowe in private 
hands,—the manorial court had a police jurisdiction of its 
own and the right to impose fines up to forty shillings. 
Courts of this kind had to be careful to draw the limit at 
this sum, but for purposes of ordinary agrarian police 
such fines seem not to have been insignificant even in 
the eighteenth century, and they certainly amounted to 
very substantial punishments in the Middle Ages. An 
important side of the jurisdictional history of local insti- 
tutions is thus brought to light. Fines and penalties 
of some kind were necessary to uphold the rural regula- 
tions of the township. If the manorial superstructure 
which protected them had been concerned merely with 
serfs, these fines might have been imposed by the decree 
of the lord. But, as free elements were inextricably 
intermingled with servile in the constitution of the manor 
and of its population, the right to inflict penalties had 
to be derived from a delegation of public power, and as 
such the court leet appears in our instance. Itis probable 
that in some cases the enforcement of penalties foragrarian 
transgressions was originally one of the matters managed 
by the hundred court.’ 

The homage of Great Tew did not act directly in its 


1 Rot. Hundr., ii. 845. 2 Maitland, Domesday Book and Beyond, 97. 
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collective capacity in framing the by-laws of the village. 
As in many similar instances, it delegated its powers 
to a body of twelve jurors’ who are said to be elected, 
undoubtedly by the union of the shareholders of the 
township, although the form of the election cannot be 
made out from the court-rolls under examination. We do 
not know, for instance, how far the minor householders— 
cottagers, crofters—took part in it. Perhaps it was only 
an affair managed by the holders of ancient shares, yard- 
lands, quarters of yardlands, etc. The jurors have to 
frame the obligatory regulations. They elect the execu- 
tive officers, the fieldsmen more particularly intrusted 
with putting the by-laws into practice, the constables, 
who probably had to exact fines, to impound cattle, ete., 
the hayward to take care of the hedges and to protect 
the fields from transgressions in regard to grazing. The 
jurors had to meet on a special day for the transaction 
of business called forth by the relations between the lord 
and the tenants as well as between tenant and tenant.’ 

The by-laws framed by the jurors comprise, to begin 
with, detailed directions as to the crops and grasses that 
are to be raised on the different fields of the township. 
The rotations brought to our notice in the three court- 
rolls are very complicated and comprise shifts ranging 
over five and more years.’ They include the cultiva- 
tion of turnips and peas, besides wheat, barley, and oats. 
The fields have to be “‘laid down” after a series of corn 
crops by sowing rye grass, clover, and sainfoin. These are 
modern features, and the raising of the above-mentioned 
grasses is certainly an eighteenth century agricultural 
innovation. But the compulsory rotation of crops and 
the discipline extended by it over all the village owners 
is a feature of immemorial antiquity. For ages it served 

 Vinogradoff, Growth of the Manor, 187, 193, 271. 

2 Appendix, i. 13; ii. 21. 3 Ibid., ii. 1, 2, 3, 5; iii. 6, 12, 14, ete. 
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to keep up the belated husbandry of the threefield or 
twofield shifts, and it is interesting to find that it was 
able to conform to new departures and experiments in 
the way of scientific agriculture. 

Commons of pasture are marked off for every kind of 
animal from year to year, partly on grounds specially 
reserved for pasture and partly on fields lying fallow. 
In regard to cows a distinction is made between rights of 
common attributed to cottagers and those of tenants 
holding regular shares in the fields not less than one- 
fourth of a yardland in size. The rather obscure wording 
of one passage seems to imply that the holder of one- 
fourth of a yardland (seven and a half acres) had the 
right to send two cows to the commons, while the cottager 
could send only one. The number of sheep allowed 
in the sheep common to each holder of a share of the above- 
mentioned size is fixed differently in the three court-rolls, 
at eighteen, sixteen, and twelve. Some additional sheep 
could be kept on the strips of every tenant in the turnip 
fields with the provision that such tenants might use the 
pasture of Oxenden in the wet season.” The pasture for 
horses was termed a ‘‘hitchin,” because the horses had 
to be hitched or tied to stakes when using it.* In one 
case a special sowing of vetches is mentioned for the 
purpose of providing good fodder. 

In all three court-rolls there are intricate regulations 
about ‘‘letting or selling commons.’”’ One part of the 
provision bearing on the subject is clear enough. The 
peasants are forbidden to set the common; that is, to 
drive their beasts on it without the knowledge and au- 
thority of the fieldsmen. They must mark their animals 
and contribute certain payments for the maintenance 
in good order of the pastures.‘ But if one of them has 


1 Vinogradoff, Growth of the Manor, i. 3. 
2 Ibid., ii. 11. 8 Ibid., i. 9; ii. 4; iii. 5. 4 Ibid., i. 3. 
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not been able to sell his common to the value of fourteen 
shillings, he may make a declaration to the fieldsmen, 
and the further payment of nine shillings per share will 
be put off until Gunpowder Treason; that is, until the 
5th of November.' The aim of the clause seems to be 
to time the payments to the fieldsmen according to the 
coming of the revenue from the pasture to the shareholders 
of the township. This seems to me to be the most plausible 
explanation of the clauses under discussion, but I present 
it with considerable diffidence, as I have never come across 
anything like it in other documents. 

The putting up of hedges, or the “‘haining” of sheep, 
cows, and horses out of the commons, forms naturally the 
subject of several regulations.? One of these applies 
to the making of gates in the fences in order to admit 
the holders of shares to their corn or grass in seasons of 
defence. Another set of by-laws provides for the mound- 
ing of certain plots of land. These regulations concern 
chiefly land’s ends; that is, the portions of the strips in 
individual possession which had to be used by all the 
members of the community to gain access to their roods, 
half-acres, or acres.* The right of access was one of the 
most characteristic features of the openfield system, and 
had to be ensured either by providing headlands running 
perpendicular to the strips or by reserving the extreme 
portions of all parallel strips for common use as land’s 
ends (forerae?). The Great Tew court-rolls refer to the 
latter practice. I may be allowed to remind my readers 
in this connection that both expedients are constantly 
alluded to in Anglo-Saxon charters, and such allusions 
are among the best evidence of the wide spread of cham- 
pion farming in early England. I have already mentioned 

1 Vinogradoff, Growth of the Manor, i. 3. Cf. i. 4, 10; ii. 16; iii. 19. 
Ibid., i. 5-7, 11; ii. 12-14, 18; iii. 2-4. 
* Ibid., i. 11; ii. 7, 8, 19, 20, 24; iii. 1. 
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the fact that in one or two cases the duty of ‘‘mounding” 
a strip of land subjected to a common right of usage is 
expressly imposed on the two outside hides. As these are 
not given any particular names, it is natural to suppose 


_ that their position was sufficiently indicated by the general 


distribution of strips among the holdings. It may have 
been assigned to them originally by lot. 

However this may be, there can be no doubt that the 
by-laws of Great Tew, although dating from the second half 
of the eighteenth century, throw a strong reflected light 
on the actual practices of openfield husbandry at the 
period of its greatest development in the Middle Ages. 
Once on the other side of the inclosing movement, we 
have no reason for drawing minute distinctions between 
adjoining centuries. Eighteenth century evidence as 
to champion farming differs from sixteenth and fifteenth 
century evidence on the subject more in point of quantity 
than of quality. Indeed, it seems an especially strong 
case for the use of the a fortiori argument. It would be 
preposterous to restrict the bearing of the documents under 
examination to the period covered by the last years of 
George II. and the beginning of the reign of George III. 


P. VINOGRADOFF. 
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APPENDIX. 


THE BY-LAWS OF THE MANOR OF GREAT TEW, 
OXFORDSHIRE. 


L 


ORDERS MADE BY THE JuRY aT THE Court Leet & Court BARRON 
HELD IN AND FOR THE MANNOR OF GREAT TEW ON THURSDAY THE 
20% Day or 1756. 


1. It is order’d by the Jury that no person shall keep more than 
Eighteen Sheep to the yard land this Winter and every person shall 
brand his sheep or mark them on or before 21** of November next, 
The defaulter to forfeit to the Lord of the Mannor three shillings and 
fourpence & to lay as many upon the Turneps as they will Cary 
which shall not be deemed any part of the above Mentioned, the de- 

2. It is order’d by the Jury that the Cows shall break the Hangings 
of Horse Hill in a fortnight after the Cow Hill is broke & in a week 
after the Hanging is broke to break the Hanging of Chescomb Hill & 
the top of Chescomb Hill, or as the fieldsmen shall direct, & the Herd 
not to break without the fieldsmens directions, the defaulter for every 
default to forfeit to the Lord of the Mannor .... . ~~ « Bee 

3. It is order’d by the Jury that every Cow Comon Occupied by 
any person that has not at least a Quartern of yard in his Occupation 
shall be demed a Cotage Comon, and every person that Occupies 
more than a Quarter of a yard Land & Occupies more than two Cows 
Comon to yard land all that is Over shall & is hereby deemed Cottage 
Commons, And it is order’d by the Jury that every Cottage Comon or 
the Owner or Occupier thereof shall pay (in Lieu of having the Hang- 
ing of Horse Hill & the topp & Hanging of Chescomb Hill laid to the 
Cow Comon this next Summer) the Sum of five shillings, which Money 
is hereby order’d to be paid to the fieldsmen on or before the Twelfth 
day of May next, and if any Cottager shall not be able to sell his Com- 
mon for 14s. a Common the fieldsmen upon having notice thereof on 
the day aforesaid he shall be Oblig’d to pay him or them after the rate 
of Nine shillings a Common at Gunpowder Treason following, Which 
Money so raised by the five shillings on every Cottage Common shall 
‘be laid out in Scouring the Damings, trenching the Cow Comon, Mend- 
ing the rodaway and doing other good Husbandry throughout the 
field Without respect to one Mans ground more than another What 
Nine shillings a Common is to be rated upon the Cattle that are laid 
upon the Comon Share and Share alike, the defaulter for every de- 
fault to forfeit to the Lord of the Mannor ....... 0:3:4 
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4. It is order’d by the Jury that no person that do’s Occupy Lands in 
the Common field of Great Tew shall have Liberty to sell sheep Com- 
mons to any person that does not Occupy at least a Quarter of a yard 
Land in the Common field but if they have any Commons to Sell they 
are to give notice to the fieldsmen a week before Martinmass next, 
and if the fieldsmen cant sell them to people that Occupy at least a 
Quarter of a yard Land The Commons are order’d to be paid for after 
the rate of Ninepence a sheep Common to be raised by a Levy the 
same as the poors Levy, the defaulter for every default to pay to the 

5. It is order’d that the Sheepfolds shall be hained out of the Corn- 
field on or before the 21" of Nov", the defaulter to forfeit . . 0:3: 4 

6. It is order’d that the Sheep shall be hained off the young S* foin 
all this Winter & the park Hill St foin at Martinmass next, & the Little 
Oxenden St foin to lye to the Common till May day next, and Ches- 
combe Hill & its Hangings to lye to the Sheep Common till May day 
next, the defaulter to forfeit ..........02008-. 0:3:4 

7. It is order’d that the Horses shall be hained out of the Common 
field on or before the 31* day of Decem™ next, the defaulter to for- 

8. It is order’d that the fair Hill shall be broke up this Winter for 
Turneps & that Upper Barnwell shall be Winter ploughed & Sowed 
grass seeds with the Spring grain to be sowen thereon next Spring & that 
the Hayward or fieldsmen shall pound all manner of cattle off the 
Turneps the Same as if the fair Hill was cornfield, the Defaulter to for- 
feit to the Lord of the Mannor ............. 0: 3:4 

9. Tt is order’d that the Horse Hitchin shall be from park Hill to 
London Way on the Old Hill next to Gally therns one Land to a yard 
Land, & that the remainder of the Hill shall lye for a Sumer fallow 
& Oxenden St foin to be fed with sheep next Sumer with it, the de- 

-10. It is order’d that no Occupiers of Lands in the Common field of 
Great Tew shall set a Horse Common for the future to any person that 
is not an Occupier of Lands in the Common field untill it shall be 
order’d by the Jury And whoever shall have horse common to sett is to 
give notice to the fieldsmen of such Commons on or before Lamas 
day next in which case the fieldsmen for such Comon after the rate of 
3: 64 each Common but not otherwise but the fieldsmen to have liberty 
if Wanted to Sell light Horse Commons over the Stint to persons that 
last occupy their Lands without them but not otherwise, the defaulter 

11. It is order’d that Between the Hedges being the Clover quarter 
shall be hained from the Sheep on or before the Martinmas next & 
from all Manner of Cattle on or before the 31" day of Dect, & the Gapps 
in Millway & Alice hedge to be stopt by the Owners on or before the 
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31*t day of Dect next & every person to Mound their own Lands ends, 
the defaulter to forfeit 0:3: 4 
12. It is order’d that every part of the field that is not in this order 
particularly Mentioned how it is to order’d this next year shall be 
Managed in the Same Manner as is order’d by the order made 10* 
October 1755. the defaulter to forfeit ......... 0: 3: 4 
13. It is order’d that the Jury meet on preston pool Hill on the 16 
Nov* next by ten OClock to do such Matters between tenant & Tenant 
& Lord & Tenant as shall be wanting, the defaulter to forfeit to the 
Lord of the Mannor. .............. « 
14. It is order’d that preist Croft and they leys shall be added to 
the Cow Comon for the year 1758 & The North fields both to be laid 
to the Cow Common the year 1759, the defaulter to forfeit to the Lord 
15. The Jury appoints Thos Lowe & William Lowe to be Constables. 
16. The Jury appoints George Lowe John Busby Tho* Lowe & John 
Mitchell fieldsmen for the year ensuing 
17. The Jury sppoint John Bell to be Hayward for the year ensu- 


18. The Jury presents the Death of Tho* Stow Quaker by which 
there is a yard land and a Half & a small close called the long Green 
fallen to the Lord of the Mannor. 

19. The Jury presents the Widdow Fletchers life hold Tenement 
going to decay & that she ought to repair the same. 


JoHuN MITCHELL Lows w= PREEDY 
his 
Gro ad Lows Joun Evans + SavaGcE 
Tuomas Stow JosEPH 

Barns JoHNsoN 
Tuomas Stow JOHN BUSBY 

1756 

Court Order 28th Octr 
II. 


ORDERS MADE AT THE CourRT LEET AND CouRT BARON HELD IN AND 

FOR THE MANNOR OF GREAT TEW THE 22¢ Day or OcToseEr 1759. 

1. It is order’d by the Jury to Sow all Little Oxenden, The furlong 
called the plank pitts, Ten lands over Oxenden bottom next to Wood- 
way, and Eight lands next to Woodway in Elldenstamp furlong, 
(with) pease the next spring being in the year 1760, and in the spring 
1761 to Sow the same with Barley and to lay the same down with rye 
grass and Clover, the defaulter for every default to forfeit to the Lord 

2. It is order’d by the Jury to Sow Turneps upon Wheat Land, 
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piked and broad Castors, Hollow marsh Hill to Ale path, except the 
furlongs next to Woodway the next Spring being the year 1760, and 
in the Spring 1761 to Sow the same Barley and lay it down with 
rye grass and clover, the defaulter for every default to forfeit to the 
3. It is ordered by the Jury that Wheat Land, piked & broad Castors, 
and Hollow marsh Hill, and from Churchway to Ale path be Hained 
from all Manner of Cattle next Summer on the fourteenth day next 
after Old Midsummer, the defaulter for every default to forfeit to the 
4, It is order’d by the Jury that the Slad from the Brook by Wood- 
way Side up to Hollow marsh, and all the furlongs shooting into Wood- 
way including Mr Nevells Hadland at Hoare’s Stowe, and all the fur- 
long above Chippingnorton way from Woodway to Nattock be sowed 
thetches for a Horse Hitchin this next Spring, and to be sowed Wheat 
as soon as the thetches are tyed off, and in thespring 1761 to be sowed 
Barley and lay’d down with grass Seeds, the defaulter for every de- 
fault to forfeit to the Lord of the Mannor ........ 0: 3:4 
5. It is order’d by the Jury to sow Lent grain the next Spring on the 
furlong below Chippingnorton way and all the rest part of the West- 
field—and in the Spring or Summer 1761 to sow the same Turneps, 
and to Haine the said turneps from all manner of Cattle on the four- 
teenth day next after Old Midsummer 1761, the defaulter for every 
default to forfeit to the Lord of the Mannor ....... 0: 3:4 
6. It is order’d by the Jury, that the Hangings of Horse Hill, and 
the hangings of Chescomb Hill be pastur’d by the Cows this next sum- 
mer 1760, and that preest Croft and the Leys be pastur’d by the Cows 
in the Summer 1761. and that the two Northfields be pastur’d by the 
Cows in the summer 1762, the defaulter for every default to forfeit 
7. It is order’d by the Jury that the Lands ends on Chescomb Hill 
be mounded by the Owners of the Lands and gates to be hung on the 
road, by the Constable’s On or before the 16% day of November next, 
the defaulter for every default to forfeit to the Lord of the Man- 
8. It is order’d by the Jury that the Lands Ends on Horse Hill be 
mounded by the Owners of the Lands on or before a fortnight before 
Old Ladyday next, and that the gaps in down Hedge at Horse Hill 
the Hollow way side be Mounded by the Owners at the same time and 
that the gates be put up by the Constable at the same time, the de- 
faulter for every default to forfeit to the Lord of the Mannor 0: 3: 4 
9. It is order’d by the Jury That ail park Hill and all Oxenden 
(except what is before Order’d to be sowed pease) shall be lay’d down 
with rye grass and clover this next spring, the defaulter for every de- 
fault to forfeit to the Lord of the Mannor ......+. 0:3:4 
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10. It is order’d by the Jury that no person shall keep more than 
Sixteen Sheep to the yard Land upon the Common this Winter, and 
every person shall brand his sheep with his own brand or Mark before 
the 21*t day of November next, the defaulter for every default to for- 
feit tothe Lord of the Mannor ............. 0: 3: 4 

11. It is order’d by the Jury}that the Occupyers of Land in the Com- 
mon field shall have the Liberty of laying as many sheep on their tur- 
neps as they will cary Which said sheep are not to be deemed any part 
of the Sixteen—above mentioned but in case of Wet Weather while 
the Sheep are at turneps they are to have the Liberty of Great Oxen- 
den & little Oxenden before it is sowed and no where else, and no per- 
son that has Sheep at Turneps that does not occupy at least a quarter 
of a yard Land shall have the Liberty of coming upon either of the 
Oxendens in Wet Weather. The defaulter for every default to for- 
feit to the Lord of the Mannor ............. 0: 3:4 

12. It is order’d by the Jury that the folds be hained out of the 
Winter Cornfield on or before the 21** November next, and that no 
person shall turn upon his Neighbours Winter Corn (except What is 
Sowed Amongst the Turneps on the Turnep Division) after the 21* 
of November, the defaulter for every default to forfeit to the Lord of 

13. It is order’d that the St foin shall be hained from the Sheep all 
winter and hained from all manner of Cattle at Candlemas New Style. 
The defaulter to forfeit to the Lord of the Mannor ... . 0:3:4 

14. It is order’d by the Jury that the horses shall be hained out of 
the Common field on or before St. Thomas Old Style next, the de- 
faulter for every default to forfeit to the Lord of the Mannor 0: 3: 4 

15. It is order’d by the Jury that fair Hill shall lye for a sheep walk all 
next Summer and that three sheep to a yard Land may be laid on the 
fair Hill three weeks before may day next Which three sheep shall be 
Over and above the Sixteen sheep laid on the Winter Common for the 
encouragement of them and an inducement to all occupiers of Land 
that sow turneps, the defaulter for every default to forfeit to the Lord 

16. It is order’d by the Jury that Occupiers of Lands in the Com- 
mon field Shall set no horse common for the future but shall give no- 
tice to the fieldsmen of such Common being to be set on or before 
Lamas in every year, or the fieldsmen shall not be Obliged to pay for 
Such Commons, the defaulter for every default to forfeit . . 0:3:4 

17. It is order’d that the Old Hill Shall be mow’d for Hay next sum- 
mer and the Sheep to have it afterwards till Martinmas then next 
following and no longer, the defaulter for every default to for- 

18. It is order’d by the Jury that the Old Hill and Galleytherns be 
Hained from sheep to-morrow and Allpark Hill from all manner of 
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Cattle and folds at the same time, the defaulter for every default to 
forfeit to the Lord of the Mannor. ........... 0: 3: 4 
19. It is order’d by the Jury that Churchway be mounded on both 
Sides from Ayles hedge to Woodway by the yard land, on or before a 
month after Martinmas, the defaulter for every default to forfeit 
to the Lord of the Mannor. ......... cece 0:3:4 
20. It is order’d by the Jury that the gaps in Ayls hedge be mounded 
by the Owners on or before Lady day next, the defaulter for every 
default to forfeit to the Lord of the Mannor ....... 0:3: 4 
21. It is order’d by the Jury that they meet at Tom Worleys on the 
16th November by ten oclock to do such things as shall be needfull be- 
tween Lord and tenant and tenant and tenant, the defaulter to for- 


feit to the Lord of the Mannor ............. 0:3: 4 
22. The Jury elect John Cross and Mr James Nevill Constables for 
the year ensuing. 


23. The Jury elect Robert Franklin George Ryman and William 
Barns fieldsmen for the year ensuing. 

24. It is order’d by the Jury to mown’d the St foin from Woodstock 
way to the Mill hedge every Lands end by the owner of the Land, 
and where the furlong shoots up the brook to be mownded by the two 
outside hides, and to mownd the Wheat at Huckerswell every one 
their own Lands ends, and to mownd the Barley from Cencil Corner to 
Barnwellford every man his lands ends, and the Barley in Barley in 
brook furlong & Long furlong to be mownded by the two outside hides 
and the gaps to be stop’d in Mill way hedge on or before May day, 
the Defaulter for every default to forfeit to the Lord of the Mannor 
+ «+ +. 0:3:4 and then signed by the Jury— 


Joun MiTcHELL 
James NEVELL 
Txo* Low 
Tuomas Stow 
Rosert FRANKLIN 
JOHN BUSBY 


his 
Grorce + Low 
mark 


his 
Joun + Cross 
mark 


GEORGE 
RyMAaNn 
Ricuarp Low 
Witu1am Barns 
V preepy his mark 
JONATHAN PREEDY 
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III. 


ORDERS MADE AND AGREED TO AT THE CouRT LEET AND CourT BARON 
HELD aT GREAT TEW IN THE MANNOR Hovussz ON FRyYDAY THE 234 
DAY OF OcrToBER 1761. 


1. It is order’d by the Jury that Horse Hill be mounded by the two 
outside Hydes, and the Owners of the Lands Ends on or before the 16% 
day of November next, The defaulter for every default to forfeit to the 
Lord of the Mannor..............4.. Ten shillings 

2. It is order’d by the Jury That the grass seeds on Ale path furlong 
Hollowmarsh Hill, Wheat Land & Broad Castors & picked Castors, 
Little Oxenden, The plank pitts, Eldenstamp furlong and all Great 
Oxenden & park Hill be Hained from the sheep on the 224 day of 
Novem’ next, and the S‘ grass Seeds and the St foin to be hained from 
all manner of Cattle on the 21** day of December next, the defaulter 
for every default to forfeit to the Lord ofthe Mannor . . Ten shillings 

3. It is order’d by the Jury that the Cow Common be hained from 
Horses on the 21" day of Decem™ next and the Cow Common & Ches- 
comb Hill to be hained from all manner of Cattle on the Twenty third 
day of March next, the defaulter for every default to forfeit to the Lord 

4. It is order’d by the Jury that the Sheep folds be hained out of the 
Corn fields on the 224 day of Novem" next, the defaulter for every 
default to forfeit to the Lord of the Mannor .... . Ten shillings 

5. It is order’d by the Jury that the Horse Hitchin be in the fallow 
field Begining at the side next luck:holds holt, a yard to a yard 
land—and that the horses shall not be hitched or tyed, on any other 
part of the Common field till after it is mowed except on the Highways, 
the defaulter for every default to forfeit to the Lord of the Mannor 

6. It is order’d by the Jury That all Huckerswell be sowed Turneps 
this next summer 1762. and sowed Barley with grass Seeds spring 1763. 
Mow’d for Hay, Summer 1764. Sheep walk 1765. Oats 1766. fallow 
1767. Wheat 1768. pease 1769. the Defaulter for every default to 
forfeit to the Lord of the Mannor. ......... Ten shillings 

7. It is order’d that Between the hedges shall be sowed Turneps 
in summer 1763. and every year after for 8 years after the Manner 
of Huckerswell. 

8. It is order’d that upper Barnwell be sowed turneps 1764 & every 
year after for 8 years after the Manner of Huckerswell. 

9. It is order’d that the Lower side of Woodstock way beyond the 
Brook shall be sowed turneps 1765 and every year after for 8 years 
after the manner of Huckerswell. 
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10. It is order’d that Gally therns and the old Hill be sow’d Turneps 
1766 and every year after for 8 years after the Manner of Huckerswell. 

11. It is order’d that Park Hill & Great Oxenden be sowed turneps 
1767. and every [year] after for 8 years after the Manner of Huckerswell. 

12. It is order’d That Upper Oxenden plank pitts & ten Lands next 
Woodway in both Chinsynge(?) furlong & over Oxenden bottom & 
Wheat Land and Broad & picked Castors & Hollowmarsh Hill to Ale 
path be sowed turneps 1768. and every year after for 8 years after the 
Manner of Huckerswell. 

13. It is order’d that from Alepath to the Great pool be sowed tur- 
neps 1769 and every year after for 8 years after the Manner of Huckers- 
well. 

14. It is order’d that the West field from Alepath & Woodway ford 
be sowed Barley or Oats next spring & Rye grass & Clover, That 
it Shall be mow’d for Hay 1763. Sheep walk 1764. Oats 1765 Fallow 
1766. Wheat 1767. and pease 1768. The defaulter for every default 
to forfeit to the Lord of the Mannor. ........ Ten shillings 

15. It is order’d by the Jury that no person shall keep more than 12 
sheep to the yard Land upon the Common this Winter and every 
person shall Brand his Sheep with his own Brand or mark before the 
21 day of Novem next, the defaulter for every default to forfeit to the 

16. It is order’d by the Jury that Six more sheep than the 12 above 
mentioned to the y* Land may be laid on the Common on the 5 day 
of April next & no more, the defaulter to forfeit to the Lord of the 

17. Tt is order’d that the Grass Seeds at Great Oxenden & park Hill 
be broke up for the sheep atold Lady day & not before, the defaulter 

18. It is order’d that all the grass Seeds Sowed last Spring shall be 
Mow’d for Hay & park Hill & Great Oxenden to lie sheep walk and all 
the grass seeds besides after they are now exept Chescomb Hill, the de- 

19. It is order’d by the Jury that the Occupiers of Lands shall set 
no horse Common for the future but shall give notice to the fieldsmen 
of such Common being to be set on or before Lamas in every year, or the 
fieldsmen shall not be Obliged to pay for such Common, the defaulter to 
forfeit to the Lord of the Mannor. ......... Ten shillings 

20. It is order’d that the Heyward shall pound all Horses pigs hogs 
&c that are found grassing about the Waste in the Town. 

21. The Jury Elect Tho* Stow Hintons Junior John Harris—To be 
Constables for the year Ensuing. 

22. The Jury elect John Johnson George Lowe, and Thomas Lowe 
fieldsmen for the year ensuing. 
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23. The Jury elect Sam! Dews Heyward and agree to pay him 2 
shillings a yard land and he is to keep the Crows from off the Wheat 
immediately till the wheat is out of danger, and to keep the Crows 5 
weeks before harvest from off the wheat till reaping time, and to keep 
the field free from Mold’s or Wants, and is to employ his whole time in 
doing the said duty. 

Joun Lows 
his 

Wii { preepy Ropert FRANKLIN 
mark 


Barns Ricuarp Lown 
Joun Bussy 
JONATHAN PREEDY 
his 
Grores + Lown 
mark 
Txo* Lown 
Tomas STaR 
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THE TAXATION OF THE UNEARNED INCRE- 
MENT IN GERMANY. 


SUMMARY, 


Introduction, 83, 84.—The extent of application of the increment- 
tax in Germany: Kiautschou, Bavaria, Saxony, Cologne, Frankfort, 
other cities, 85-91.—General principles: object, allowances, exemp- 
tions, period of reckoning, rate, 91-100.—Objections: confiscation, 
compensation for losses, shifting through rise of rents, 100-106.— 
Appendix: text of the Cologne ordinance, 106-108, 


Tue theory of taxing the unearned increment had its 
origin in America. Its application is most due to Ger- 
many. Altho references to the principle are not lacking 


in the writings of non-American economists, it was none . 


the less Henry George who brought out clearly the im- 
portance of taxing the growing value of land. Henry 
George’s proposals, believed by his opponents to have no 
chance of application, have come to vigorous life in the 
bracing air of German tax methods. So marked has been 
the development in Germany during the last few years 
that we see a vista of possible great influence on the whole 
tax question of the future, and this not only for the tax- 
ation of land, but for the taxation of all chance gains 
(Konjunkturgewinne). It is not my task here to enter 
on @ consideration of the principles underlying this sort 
of taxation. I am concerned mainly with describing the 
precise form and extent of its application in Germany. 
A few words will suffice as to the general economic grounds 
for resort to it. 

It is now a commonplace that a tax is to be judged 
with reference not solely to its fiscal yield, but to its social 
effects and the attainment of justice in taxation. Cer- 


— 
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tainly in Germany, as the official reports on the state laws 
and communal ordinances make plain, the social conse- 
quences of taxing the unearned increment have been pri- 
marily considered, tho doubtless fiscal results have not 
been disregarded. In the main the tax is expected to 
have a salutary effect on the evils which appear conspicu- 
ously in land problems. The exploitation of speculative 
and unearned gains had often proceeded in dangerous 
‘ form, especially in large cities. The housing problem had 
appeared, in consequence of monopoly ownership of sites, 
in such pressing form as to be recognized on all sides as 
a most important social problem. It was agreed that all 
methods should be tried for solving it. 

From this point of view we reach the decisive arguments 
for and against taxing the growing value of land. The ques- 
tion of the unearned increment has become conspicuous 
not only in ‘theoretic debate, but in practical controver- 
sies. On this question economists have shaped their 
conclusions before coming to the special problem of this 
form of taxation. My own view, briefly stated, is that 
all land speculation is not harmful. Not infrequently it 
happens that great stretches of land are opened up by such 
speculation, and the owner must be admitted to have con- 
tributed something toward the rise in value. But in the 
immense majority of cases the great rise in the value of 
land, especially in the cities, is not brought about by the 
owner, and is quite unearned by him. It is society which 
brings it about through its activity and at its cost, whereas 
the existing land system causes the gain to enure to the 
owners. To bring about in this regard balancing of 
desert and earnings seems to me an equally important 
and honorable task in modern taxation. 


| 
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I. 


THE INTRODUCTION OF THE TAXATION OF THE UNEARNED 
INCREMENT IN GERMANY. 


Germany more than other countries has sought and 
has applied in all of its legislation the principle of social 
justice, and was the first country to turn its attention to 
the application of this uncontested principle of taxation. 
Some credit is due to the courage that has been shown, 
for the new departure opens up new paths for the entire 
future of taxation. The first steps, venturesome as they 
were, have had unexpected success. 

The first tentative step was taken in 1898 in the model 
colony of Kiautschou. It attracted little attention. 
Wide-spread interest was not aroused until in 1904-05, 
when the two cities of Frankfort and Cologne enacted 
highly significant ordinances for the taxation of the un- 
earned increment. In the debates on these projects I 
took an active part as editor of the Kélnische Zeitung. 
The first scientific monograph on this problem was pub- 
lished by me in 1895." Since then, a number of larger 
and smaller publications have followed, and the subject 
has been largely discussed in scientific periodicals and in 
the general press.’ 

1 Under the title of Die Werksuwachssteuer: sur Praxis und Theorie. Jena: 
Gustav Fischer. 


2 An exhaustive bibliography of the books and periodicals on this subject has not 
been compiled, altho the number of items has grown to considerable dimensions. 
Among the most important I mention the following: the opposing book of John 
Victor Bredt, Der Wer hs an Grundstiicken und seine Besteuerung in Preussen 
(Bruer und Co., Berlin, 1907); and the reply to this from the land reformer’s point 
of view by Jacob H. Epstein, Zur Verteidigung der Zuwachssteuer, Sociale Streit- 
fragen, Heft 33-34 (Bodenreform, Berlin). Other replies, tho with some quali- 
fications, came from Dr. Pabst in several essays, among which I mention Die Idee 
einer Besteuerung der Konjunkturgewinne an Grundstiicken und Gebiuden (Volks- 
wirtschaftliche Blatter, 5 Jahrg., No. 3, Berlin, 5 Februar, 1906). Among the ad- 
vocates of this form of taxation the following are to be noted: Robert Hallgarten, 
Die kommunale Besteuerung des unverdienten Wertzuwaches in England, Miin- 
chener Volkswirtschaftliche Studien, Band 32 (Stuttgart 1899); Baumeister und 
Jager, Die Zuwachssteuer (Heft 18 der Socialen Streitfragen); Wesselsky, Die 
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The only legislation which applies the principle to a 
whole country is that of Kiautschou. No one of the 
federal states of Germany has passed an act making 
obligatory the taxation of the increased value of land. 
But proposals are pending, and are likely soon to be pressed 
to enactment in Saxony, in Hessen, and in Bavaria, some 
of which make such taxation compulsory for the local 
bodies, while others make it permissible. One of the 
earliest movements in this direction took place in Bavaria, 
in which a motion was introduced in the Lower House as 
early as July, 1902, as follows:— 


The government is requested to present a bill by which, in all 
communes whose population has increased within the last census 
period much more than the average (say five times the average), 
the State and the communes are to have a share of the increase 
in the naked value of land (unearned increment) when a transfer 
of ownership takes place; and this in such manner that each shall 
receive 10 per cent. of the increase. The bill is further to require 
the communes to use their share of the receipts mainly for the 
improvement of lodgings for the poorer classes, while the State’s 
share is also to be used for beneficent purposes. 


Beteiligung der Stiidte am Bodenwertzuwachs (Heft 23 der Socialen Streitfragen, 
1905); von Schrenck, Zur Frage der kommunalen Wertzuwachssteuer, mit besond- 
erer Beziehung auf Riga (Miilllersche Buchdruckerei, Riga, 1907). There is also 
to be noted Karl Kumpmann, Die Wertzuwachssteuer (H. Laupp, Tiibingen, 
1907). The reports of the government officials on the various tax ordinances are 
also important, such as those in Kiautschou, Saxony, Hessen, Cologne, Essen, 
Berlin. Among articles in periodicals the following are to be noted: M. Képpe, 
Ist die Wertzuwachssteuer iberwalzbar? Finanz Archiv, Jahrg. 23, 1; Die 
Zuwachssteuer, Jahrbuch der Bodenreform, Band 2, Heft 1; Die seitliche Be- 
grenzung des steuerpflichtigen Wertsuwachses, Jahrbuch der Bodenreform, Band 
2-3. Also Adickes, Besit be und Wertsuwachssteuer, Deutsche 
Juristenzeitung, 1 Marz, 1906; R. Ehlert, Zur Wert rfrage, Conrads 
Jahrbiicher fur Nationalékonomie und Statistik, Band 32, Heft 3, September, 
1906; Adolf Wagner, Zur Rechtfertigung der Zuwachssteuer, Jahrbuch der Boden- 
reform, Jahrgang 2; R. Brunhuber, Der Hessische Regierungsentwurf einer 
Zuwachasteuer, Jahrbuch der Bodenreform, Band 2, Heft 4. The file of the peri- 
odical Bodenreform (formerly the Volkstimme) is important throughout. Finally, 
chapters or sections in the general works on economics and taxation are to be noted, 
such as Adolf Wagner, Lehr- und Handbuch der politischen Oekonomie, Finanz- 
wissenschaft; Kommunale Steuerfragen, Heft 15 der Schriften der Gesellschaft 
far sociale Reform; A. Damaschke, Aufgaben der Se die 
Berlin, 1903); R. Eberstadt, Die Spekulation im neuzeitlichen Stédtebau (Jena, 
1907). 
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Nothing has yet come of this motion in the way of 
legislation. None the less, it is probable that in the near 
future the second largest of the German states will put 
into operation some form of taxing the unearned increment. 

In Saxony also, legislation may be expected at an early 
date. Its probable content is indicated by the bill which 
the government submitted on January 26, 1904. The 
more important provisions of this bill are as follows:— 


Srcrion 53. In all communes having a population of more 
than 10,000 an increment-tax proportioned to the increase in 
value is to be paid by the transferrer in case of change in ownership 
of unimproved (unbebaut) land.* 

Under exceptional local conditions the levy of an increment- 
tax may be required by the supervising authorities in communes 
of less than 10,000 inhabitants. This levy is to take place if the 
commune may be regarded as a suburb or if an unusual increase 
of population has taken place in it. 

Sxcrion 57. The amount of the increment-tax shall be:— 


If the increase of value is 5 to 20 per cent. of the purchase value 
[Erwerbswert], at least 5 per cent. of the increase. 

If the increase of value is 20 to 30 per cent.of the purchase value, 
at least 10 per cent. of the increase. 

If the increase of value is 30 to 40 per cent. of the purchase value, 
at least 15 per cent. of the increase. 

If the increase of value is 40 to 50 per cent. of the purchase value, 
at least 20 per cent. of the increase. 

If the increase of value is over 50 per cent.of the purchase value, 
at least 25 per cent. of the increase. 

If the increase in value is less than 5 per cent., there shall be no 
increment-tax. 


Srction 58. The purchase value shall be that value which the 
land has for its actual utilization on the part of the seller, or, if 
there is no actual utilization, such value as it would have under 
appropriate agricultural use. 


The bill submitted by the government of Hesse has 


1**Increment-tax” is used os the most convenient version of Zuwachssteuer, 
and ‘‘improved” and ‘‘unimproved” land for bebaut and unbebaut.—Eprror. 
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already been accepted by the second chamber, but the 
consent of the first chamber is still lacking because of 
some points of minor importance. This bill simply estab- 
lishes certain regulations under which the local bodies 
are at liberty to establish anme incrent-tax within the 
limits set down in the regulations. No permission of this 
sort is necessary in Prussia, since its existing legislation 
on local taxation already gives the communes complete 
freedom as to the levying of increment-taxes. In recent 
years, however, Prussia has gone further, and has given 
this permission not only to the communes, but to the 
circles (Kreise). In the debates upon the act of 1906 
containing this provision, all parties in the Prussian House 
of Representatives showed their sympathy with the prin- 
ciple. This general feeling has already resulted in legis- 
lation in a number of circles, for instance in Teltow, where 
the building of a canal has caused large advances in the 
value of realty. Blumenthal has not only established an 
increment-tax for the circle, but has recommended to its 
communes a normal statute for a communal increment- 
tax, of which all the thirty-nine communes in this circle 
have made actual use. 

None the less, the main field has been in the cities and 
in the urban communes. Frankfort and Cologne, which 
took the lead in 1904 and 1905 respectively, have been 
followed by a considerable array, in which we find not 
only the names of our great cities, but also those of mod- 
erate and small towns. Among the large cities there are, 
in addition to Frankfort and Cologne, Berlin and Breslau. 
Among those of moderate size are Gelsenkirchen, Essen, 
Dortmund, Hanau, Pankow, Weissensee, Paderborn, 
Gross-Lichterfelde, Marburg, Neuss, Jena, Osnabruck, 
Rudesheim, Kiel, and many others. 

As practical examples of the technical steps in this 
legislation, which vary somewhat in each individual case, 
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we may select Berlin, Dortmund, and Cologne. The 
tax ordinances of these three cities suffice to indicate the 
lines upon which actual legislation is proceeding. The 
Cologne ordinance, whose text is given in full in the appen- 
dix, still shows a somewhat primitive form. The ordi- 
nance now pending in Berlin represents a compromise. 
Its main paragraph, which was presented by the magis- 
trate of Berlin on January 11, 1906, to the municipal 
legislature, reads as follows:— 


Sxction 7. In addition to the tax stated in Section 1 [transfer 
tax, Umsatzsteuer] an increment-tax shall be levied in case the 
present purchase price or market value of the land shall exceed 
by 10 per cent. the price or value at the last change in ownership, 
regard being had to the allowances stated in Section 9. For the 
levy of this additional tax it is immaterial whether the last pre- 
ceding change in ownership has taken place before or after this 
ordinance goes into effect. 

Szction 8. The amount of the increment-tax shall be as follows: 


5 per cent. of the increase in value, if this increase in value is more 
than 10 and up to 20 per cent. 

6 per cent. of the increase in value, if this increase in value is more 
than 20 and up to 30 per cent. 

7 per cent. of the increase in value, if this increase in value is more 
than 30 and up to 40 per cent. 

8 per cent. of the increase in value, if this increase in value is more 
than 40 and up to 50 per cent. 

9 per cent. of the increase in value, if this increase in value j is more 
than 50 and up to 60 per cent. 

And so on, 1 per cent. of the increase in value up to a maximum of 
20 per cent. 


For improved sites these rates shall be levied only if five years 
at most have passed between the last preceding and the current 
change in ownership. If more than five years and less than ten 
have elapsed, two-thirds of these rates shall be levied; if more 
than ten years have elapsed, one-third. 

For unimproved sites the increment-tax shall be two-thirds of 
these rates if more than ten years and less than twenty have elapsed 
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since the last preceding change in ownership, and one-third if more 
than twenty years have elapsed. If the earlier purchase price 
or market value cannot be ascertained, then supplements to the 
present selling price shall take the place of the increment-tax. 
These supplements shall, for improved sites, be:— 


After 10 @ 20 years, 1 per cent. 
20 “ 30 “ 1} “ 
“ 30 “ 40 “ 2 “ 


“ over 40 “ 24 “ 
For unimproved sites :— 
After 10 @ 20 years, : pr cent. 
“ 20 “ 30 “ 
30 “ 40 “ “ 
over 40 4 “ 


Szcrion 9. In ascertaining the increase in value taxable under 
Section 8, the base shall be the former purchase price, but to this 
are to be added the following :— 

1, All expenses for permanent improvement of the land, includ- 
ing expenses for building streets and for connections with sewers. 
Expenses for remodelling or improvements are not to be taken 
into account, so far as covered by insurance payments. 

2. In case of unimproved sites, which the transferrer has not 
himself used for agricultural or manufacturing purposes, 4 per 
cent. interest on the preceding purchase price, less all receipts. 
Where land has been given without compensation for streets or 
public places, the whole purchase price remains attributable to 
the remaining land, and in case of division is to be attributed to 
the several parcels. No other additions are permissible. Any 
difference between the previous purchase price, supplemented by 
the allowances herein provided, and the present selling value, is 
to be regarded as an increase of value. 


After a discussion which lasted for more than a year, 
the municipal assembly on March 20, 1907, by a vote 
of 65 to 54, adopted the following general statement of 
principle: ‘‘In addition to the transfer tax an increment- 
tax shall be levied if the existing purchase price or market 
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value of a piece of land exceeds by more than 10 per 
cent. the price or value at the last preceding change in 
ownership, account being taken of the allowances stated 
in Section 9.” The detailed elaboration of this measure 
was then referred to a committee, which will have not 
inconsiderable difficuities to overcome before the measure 
is ready for final enactment.’ 

The model of a fully developed tax is found in Dort- 
mund. In this, the last specific example which I shall 
describe, there is a carefully considered shading of the 
tax according to the elapsed length of time. An increment- 
tax is levied whenever an increase of value of at least 10 
per cent. has taken place since the last preceding transfer, 
with due allowance for improvements and the like. The 
increment-tax varies from 3 to 15 per cent., according to 
the amount of the increase in value. The ordinance then 
proceeds 


In case of transfer of improved land the tax rates herein men- 
tioned are levied in full only if less than six years have elapsed 
since the purchase of the real estate. After ownership through 
six full years, the tax on such improved property is diminished by 
10 per cent. of its amount; after seven years, by 20 per cent.; and 
so on by 10 per cent. more for each completed year of ownership, 
so that after fifteen years of ownership no increment-tax will be 
paid on the transfer of such land. 

If the previous purchase price of unimproved land cannot be 
ascertained, its market value at the time of previous acquisition 
takes the place of purchase price in the assessment of the increment- 
tax. This market price is to be determined by the tax authorities 
of the commune. 


II. GENERAL PRINCIPLES OF THE INCREMENT-TAX. 


It will be seen that these tax systems vary not a little, 
partly on account of variations in local needs and circum- 


18ince this article was put in type, we learn that on September 26 the project . 
for an increment-tax in Berlin was defeated. 
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stances. Herein lies a great advantage of this form of 
taxation. None the less certain traits appear in all of 
them, and the consideration of these lends itself to syste- 
matic deductive exposition. 

I would divide the increment-tax into two classes, pre- 
senting essential differences, direct and indirect. The 
direct increment-tax bears upon the periodic increase in 
the value of land. It is immaterial whether the increment 
appears in the form of an increase of yield or of rent, 
whether through transition from agricultural or building 
use, or through the discovery of mines, springs, and the 
like. In all these cases there is occasion for a direct 
periodic tax to be levied one, two, or more years. 

The second class, the indirect increment-tax, connects 
itself with some specified event, a transfer of title, an 
inheritance, or the like. Change of ownership here is the 
decisive element, and the tax is levied with respect both 
to increment and transfer. 

In German practise the tax system of our dependency 
Kiautschou presents an example of direct increment 
taxation. The tax is levied at the rate of 33} per cent. 
after the elapse of each twenty-five years. But this case, 
interesting as it is, stands alone. Hence a systematic 
exposition may be confined to the indirect class. This I 
shall undertake as to its object, date of reckoning, rate, 
and the like. ‘ 

Object.—The object upon which the increment-tax is 
levied is the unearned increase of value of real estate 
during a specified period. This is, in other words, the 
difference between the present purchase price and that 
which was paid at the time of the last change of owner- 
ship. In reckoning this difference, account is to be taken 
of sundry expenses of the owner’s, of which more in detail 
will be said presently. 

In place of the purchase price, the market value of the 
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property at the time is reckoned, if this latter is higher 
than the purchase price (for example, in Frankfort, 
Gelsenkirchen, Weissensee, and in the Berlin project). 
The market value is also reckoned, during the first stages 
of the tax, if the increase of value is calculated from 
a specific date and not from the date of last transfer. 
The taxable increment is to be diminished by allowances 
for improvements or other items. The most important 
allowances are, as to improved realty, the expenses for 
rebuilding and for additions; as to unimproved realty, 
loss of interest; as to both improved and unimproved, 
some expenses connected with change in ownership. In 
detail these allowances are commonly specified as fol- 
lows :— 

1. All expenses for permanent improvement of the 
property, especially for additions or rebuilding, provided 
these have not been met out of insurance receipts. Ex- 
penses for repairs and the like may not be deducted, since 
these serve not to increase the value of the property, but 
only to maintain it. 

2. Expenses for street-building and for sewer connec- 
tions. 

3. Expenses resulting from the mere change in owner- 
ship, such as stamp taxes, registry and legal fees, transfer 
taxes, and the like. These deductions are, however, not 
allowed in all the tax ordinances. Where this allowance 
is provided for, it is usually by way of lump sum or gen- 
eral allowance,—sometimes a general 5 per cent. allowance, 
sometimes 3 per cent., and sometimes 3 per cent. for 
unimproved land and 5 per cent. for improved. 

4. In most ordinances, increase in value due to natural 
constituents of the land—for instance, from quarries, 
mines, springs—is not reckoned as part of the increment. 
This allowance does not seem sound as a matter of prin- 
ciple, since there is here an unearned increment quite as - 
much as in the cases usually taxable. — 
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5. Deduction is commonly permitted for the amount 
which the preceding possessor has lost in case he came 
into possession of the property through public sale under 
mortgage proceedings and incurred loss through failure 
to secure the amount due under his mortgage; interest 
being also reckoned. 

6. The allowances above mentioned are made in all 
cases for improved as well as for unimproved land. Loss 
of interest is allowed for unimproved land only. This loss 
of interest is usually reckoned at a specified rate,—4 per 
cent. at Cologne, Gross-Lichterfelde, 44 per cent. at Weis- 
sensee, 5 per cent. at Essen. The rate, whatever it be, 
is allowed upon the purchase price at the last preceding 
transfer, but with deduction of all receipts during the 
intervening period, as from agricultural use, storage, and 
the like. It is reckoned from the time when the preceding 
purchase price has been paid, or has become subject to 
interest, up to the date of the concluded bargain for 
present sale. Compound interest is not allowed, Some 
communes allow for loss of interest only if the seller has 
not himself used the land for agricultural or industrial 
purposes. If the seller has so used it, Frankfort permits 
deduction for expense of repair and maintenance, these 
being again offset by actual receipts. 

7. There are certain exemptions, and these of two kinds. 
First, some kinds of transfer give rise to no tax; thus, trans- 
fers by inheritance, judiciary sale, donations between 
ascendants and descendants. Second, certain increases of 
value are exempted. Kiautschou alone taxes every in- 
crease of value, however slight. The first draft at Cologne 
also levied a tax uniform (15 per cent.) on all increments 
from 0 to 30 per cent. The Saxon proposal levies the 
tax when the increase in value is at least 5 per cent. 
The typical provision has come to be that the increase 
in value must exceed 10 per cent. before an increment- 
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tax is levied (for example, in Cologne, Dortmund, Berlin, 
and Hessen). Gelsenkirchen and Essen begin with 20 
per cent. Frankfort goes farthest, exempting an incre- 
ment of 30 per cent. and taxing only increase in value 
above this proportion. Some local considerations may 
be decisive in this place or that, but on the whole it may 
be said that exemption is carried too far. On the other 
hand, it is to be admitted that the taxation of absolutely 
every increase may bring injustice. An exemption of 
5 per cent. of the increase would seem to suffice to prevent 
injustice. An important point is the extent and nature 
of the difference made between improved and unimproved 
real property. My own views on this are as follows: the 
increase in value represents a completely unearned incre- 
ment as a rule only in case of unimproved land, which 
the owner keeps idle in available urban districts, and 
which rises in value, year after year, without any action 
on his part. In case of improved land the owner not 
infrequently contributes, or earns something. To make 
allowance for this the tax ordinances, as I have just 
stated, usually exempt part of the increase in value. 
This procedure, doubtless, has the desired effect. Con- 
sistency requires that in the case of unimproved land no 
such exemption should be made, certainly none exceeding 
5 per cent. An exemption of 10 per cent. suffices to pre- 
vent the taxation of that increase of value in buildings 
which is due to the owner’s action. No general exemption 
of improved property can be justified. A tradesman by 
developing his business may raise the value of the prem- 
ises he occupies. This will show itself in the higher 
letting value of the premises and of the good will of the 
business. There can be but an infinitesimally small 
number of cases in which an allowance of 10 per cent. 
increase in value will not fairly reward such activity. In 
the immense majority of cases the higher value of im- 
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proved property is due to the general advance of the 
community. It is obviously untenable to ask an exemp- 
tion in case of improved property merely because its 
increase in value is slight; and at all events a general 
exemption of 10 per cent. suffices to prevent any injustice 
on this score. 

The existing tax systems and proposals may be differ- 
entiated according as they treat improved or unimproved 
property precisely alike or make more or less important 
distinctions between them. Those which treat the two 
precisely alike are open to the objection that unimproved 
land is put in a better position than improved land, since 
allowance is made for interest for'the former. On prin- 
ciple there can be no doubt that the increase in value 
of vacant land is a peculiarly fit subject for taxation, 
whereas in the case of improved land some allowances 
should fairly be made, tho by no means going so far as 
to exempt it entirely. Two examples will suffice to show 
in what manner the treatment of improved and unim- 
proved land in fact differs. The Berlin project provides, 
as to improved land, that the increment-tax shall be levied 
only if a period of at least five years has taken place be- 
tween the preceding and the present transfer. If the 
interval is between five and ten years, the tax is imposed 
at two-thirds of the normal rates; if the period is above 
ten years, at one-third. In case of unimproved land this 
moderation of the normal rates takes place only if longer 
periods have elapsed. Dortmund has established a regu- 
lar descending scale for its increment-tax, but this for 
improved realty only, the scale being so arranged that 
after fifteen years the increment-tax entirely disappears. 
No such arrangement is made in Dortmund for unimproved 
real estate. 

On the whole, there is a tendency to treat improved 


1 See the text of the Berlin proposal, above, p. 89. 
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property more favorably than unimproved. In the most 
extreme cases this is carried so far as to exempt entirely 
improved property. With growing experience in this 
form of taxation, more refined discrimination appears. 
In my judgment the best plan is to levy the tax at the 
same rate for a specified period on both improved and un- 
improved land, after a lapse of this period to make the tax 
on improved land one-half, and then to diminish it in 
regular progression with the further lapse of time. 

Period for which the Taxable Increment is Reckoned. 
Since the increment tax proposes to reach the increase in 
value between the last preceding purchase price and the 
present price, the date for reckoning this increase in value 
must ordinarily be that of the last preceding transfer of 
ownership. This is the normal case, commonly provided 
for in the tax ordinances. The last preceding transfer, 
however, may have taken place long ago, and then diffi- 
culties will arise. Thus there may have been a general 
change in the value of money, such as has taken place since 
the beginning and the middle of the nineteenth century. 
Again, the purchase price at the last preceding transfer 
may be difficult to ascertain, and the allowances for im- 
provement and the like may be still more difficult to ascer- 
tain. These difficulties are met in various ways. Some- 
times, when the period elapsed since the last transfer ex- 
ceeds some decades, there is.complete exemption. Some- 
times a simple percentage of the present price is assessed 
as a roughly equitable increment-tax. Sometimes there 
are special provisions for the period of transition. As to 
the future, the actual increase in value is always made the 
basis of the tax, but for the period of the first introduction 
there is more or less modification. Some of the provisions 
for the period of transition are:— 

1. (a) On the first transfer after the tax goes into effect, 
the increment-tax is reckoned on the basis of a market 
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value for whose ascertainment the tax ordinance makes 
provisions. 

(b) If the last preceding purchase price cannot be ascer- 
tained or if there has been a transfer without a sale (in- 
heritance or donation), the increment-tax is based upon 
the market value at the time of the last change in owner- 
ship. 

2. Sometimes a fixed date is named from which the in- 
crease in value is reckoned; sometimes again a specified 
period (so many years before the current change in owner- 
ship) underlies the tax. 

3. Sometimes the past is entirely disregarded and only 
that increase in value is subject to taxation which takes 
place after the tax goes into effect,—the future increment 
only. Such, for instance, has been the decision in Cologne. 
The tax is based upon the increase in value over market 
value on April 1, 1905, the date when the tax went into 
effect. Obviously, this makes the tax at the outset 
financially barren. It leaves untaxed, moreover, some of 
the most important cases of increase. The practical effect 
is of course, as one of the magistrates said, that at the be- 
ginning we have rather a theoretic formulation than tax. 
It is in my judgment indispensable to hold to some taxa- 
tion of the already accrued increment. 

The Tax Rate.—The rate at which the tax shall be as- 
sessed is a simpler matter, resting largely upon considera- 
tions of expediency. As a matter of principle, it deserves 
to be noted that the modern idea of progression almost 
always shows its influence. The earliest tax, that of 
Kiautschou, it is true, fixed a level rate of 334 per cent. But 
all other systems tax a large increase of value at a higher 
rate than smaller ones. The progression rests, of course, 
not upon the absolute increase in value, but upon the per 
cent. of the increase in value. This progression proceeds 
in two ways. The greater the percentage increase, the 
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higher the tax; and the more rapidly that increase in value 
has taken place, the more is a higher tax justified. He 
who captures a chance gain after a short interval may 
fairly be called upon to pay more than he who has had 
to wait some time. 

In the more recent tax ordinances of Germany the tax 
begins after a certain percentage has been exempted. 
We find then minimum rates from 3 to 10 per cent., 
maximum rates from 15 to 30 per cent. Sometimes the 
progression is slow: thus in Cologne the tax rate rises l 
per cent. with every 10 per cent. increase in value. Some- 
times it rises rapidly, for instance in Saxony, where the 
tax increases 5 per cent. with every 10 per cent. increase 
in value. I believe that a minimum rate of 3 per cent., 
where the increase in value is between 10 and 20 per cent., 
is too low. Even 5 per cent. is too low. The initial rate 
should be at least 10 per cent. Maximum rates of 15, 20,. 
25 per cent. do not seem to be high enough, especially 
when there are advances in value of as much as 100 per 
cent.; for in these cases there can be no pretense that the 
increment is earned. The first proposal in Cologne had 
made the maximum rate 35 per cent. In Gelsenkirchen 
it is 30 per cent. Kiautschou, as we have seen, has 33 per 
cent. The theoretic writers alsoleanto higher rates. Jager 
(Wohnungsfrage, vol. ii. p. 190) remarks that, “in order 
to be effective, the increment-tax on large properties should 
be at least 334, or 50 per cent. of the value. If the in- 
crease in value is really the result in the main of the indus- 
trial activity of the community, then the community may 
fairly demand from the owner a share as large as this. 
He still retains one-half or two-thirds of the increase, 
and this without any exertion of his own.” I believe that 
the tax should begin with 10 per cent., should rise rapidly to 
35 per cent. (say for an increase of value of 50 per cent.), 
while a tax of 50 per cent. is entirely reasonable where the 
increase in value is 100 per cent. or more. 
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Sundry provisions of detail may be noted. A transfer 
giving occasion for the levy of the tax is ordinarily a sale, 
exchange, or gift. Inheritance or appropriation under 
eminent domain are seldom made taxable. The tax- 
payer is usually the seller, he being the person who pockets 
the gain. Sometimes, however, the buyer is made con- 
ditionally liable in case the seller fails to pay,—a provi- 
sion which is quite without justification. The method 
of assessment is different according to local circumstances, 
and presents considerable variation. 


III. Ossecrions To THE INCREMENT-TAX. 


I proceed now to a consideration of the objections to 
this form of taxation. I shall pay no attention to super- 
ficial phrases, such as confiscation, socialism, and the like. 
Three objections seem to deserve serious consideration. 
The first is that the increase in the value of land is usually 
earned, only in rare cases completely unearned. The 
second is that if the increase in value is to be taxed, a de- 
cline in value should receive compensation; more par- 
ticularly that, where the same individual incurs a loss in 
selling one piece of property, this is to be deducted from any 
gain secured by him on another piece of property. Finally, 
that the tax will be shifted from the seller to the buyer; 
it will raise the value of land, and so impede the progress 
of land reform. I will consider these objections in order. 
I shall not, however, enter on the question whether real 
property already bears a sufficient burden of taxation. 
So far as Germany is concerned, this, as a rule, is by no 
means the case. 

(1) The question whether a given income is “earned,” 
of course, arises in regard to the general return on capital. 
But even he who finds in capital and in capitalist manage- 
ment a helpful factor in industry, and is not disposed to do 
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away with the return to capital, must grant that the situa- 
tion is different in the case of land. Land value represents 
not only return on capital, but a ground rent which must 
be paid by the rest of the population to the owner of the 
land. And further, no careful thinker can deny that in the 
case of land, more than in any other form of ownership, 
great values are created by the activity of the community 
or by mere chance. Hence the “unearned” increment 
and the justice of its taxation. Moreover, it is to be borne 
in mind that this form of taxation does not propose to 
wipe out by taxation the increase of value: it is simply 
to be taxed. After an exemption of 10 per cent., only cer- 
tain percentages of the increase in value are to be levied, 
varying in detail as has been explained in the preceding 
pages. 

The increment-tax, it must be remembered, differs from 
existing land taxes in that it is levied not upon the owner- 
ship of land as such. It bears on a newly accruing income; 
and herein it has an advantage over other taxes, levied as 
they commonly are without regard to the character of 
the incomes accruing. 

Candid consideration brings to light no objections to the 
increment-tax on this score, but only reasons in favor of it. 
It is consistent with the principle of ability, since it is 
levied only on realized gains. It is consistent with the 
quid pro quo principle, since the community only takes 
some fraction of a gain to which it has itself contributed. 
It stands for a moderate and just profit-sharing on the 
part of the community. On the other hand, it levies no 
burden on the tax-payer, only lessens an existing and 
largely unearned gain. 

(2) As to the second objection, that taxation of gains 
should be accompanied by compensation for losses, there 
should be a distinction as to whether loss in value has been 
directly due to public action. If, for example, the build- 
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ing of elevated railways or suspension railways lowers the 
value of adjoining houses and land, the public is under 
obligation to compensate for this loss in value. The ques- 
tion is not so easy to answer, if the change in value is due 
simply to the removal or remodelling of bridges, public 
markets, theatres. Since there was not at the outset any 
right to having these establishments in one’s neighborhood, 
any claim for compensation is to be rejected. Compensa- 
tion for any and all losses in value certainly has no just 
basis. Quite apart from the possibility of fraud, it is 
obvious that no one would advocate compensation in case 
of losses on property other thanland. The mere payment 
of ordinary taxes on land gives rise to no claim; taxes 
are levied on other property also. 

(3) The most important objection is the third,—that the 
tax will be shifted from seller to buyer, and will serve not 
to lower the value of land, but to increase it. 

The usual theoretic answer to this objection rests upon 
the a priori theorem of the earlier writers upon rent, that 
a tax upon rent falls solely upon the land-owner and cannot 
be shifted. This theorem may be valid, and doubtless 
was so at the time when it was set up. At that time 
there was still enough free land or at least very cheap land. . 
There were still no great cities. To-day the case is other- 
wise. The land-owners in the cities have a monopoly,— 
a great monopoly of sites. Under these circumstances, 
if the owner has as unqualified control over his site as he 
has hitherto had, a shifting of the tax is entirely possible. 
The amount of the tax may be added to the price, and rents 
may rise correspondingly. In our times, however, other 
factors enter which may serve to prevent this outcome. 
The object of modern land policy is to destroy the monopoly 
of the site-owners. The conditions of land ownership, 
moreover, facilitate this outcome. The owner is often not 
in a strong position. He is apt to be but a nominal owner, 
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having a bare title subject to a mortgage. The corollary 
is obvious, that a cash tax, levied in case of sale of land 
bought on speculation, where the next purchaser is him- 
self likely to give a mortgage, will serve to check specula- 
tion. It is characteristic that in one of the debates at 
Cologne it was made an objection against the increment- 
tax that the seller of land in most cases did not receive 
his price in cash. This circumstance indicates precisely 
one of the strong advantages of the tax. It serves to check 
reckless speculation. 

Now every check on land speculation tends to lower 
prices. This effect is the greater, the higher the per- 
centage of the tax and the greater the amount of cash 
which consequently must be furnished. The increment- 
tax is the specific remedy against land speculation. While 
the details necessarily vary according to the special cir- 
cumstances of the several cities, the value-raising effect of 
the ordinary taxes on monopoly real estate is paralyzed 
by it under the modern conditions of speculative buying. 
It is obvious that an increment-tax, since it opens the 
prospect that a large part of increased gains will be ap- 
propriated by the community, stands in the way of any 
artificial rise in rents and in real estate value. A sub- 
stantial and rapidly progressive tax of this sort hence 
tends to keep down the price of land. 

None the less, something more is to be said. It is to be 
admitted that sometimes there is such a demand for land 
that there is a possibility of shifting the increment-tax to 
the ground rent and so causing great economic evils. 
This possibility must not be neglected by the warmest 
advocate of the tax, the less so because the means of 
obviating it are at hand. These are to be found in a firm 
policy of land reform. The increment-tax has been effec- 
tive in keeping land values down precisely where it has 
been accompanied by action in this direction. 
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My conclusion, therefore, is that no tenable objection 
can be maintained against the increment-tax. On the 
contrary, its effects, as I will now proceed to show, are 
highly advantageous. These effects may again be ex- 
amined under three heads,—as to taxation, financial con- 
venience, and the land reform. 

So far as taxation is concerned, I have already said 
enough as to the justice of the levy and of its happy com- 
bination of financial yield and social justification. One 
further point, however, should be noted. We have nowa- 
days in Germany not only the usual land taxes (levied upon 
the income or the capital value, gemeiner Wert), but we have 
also well-nigh universally the transfer tax. The transfer 
tax yields a substantial revenue, but often brings hard- 
ship or injustice, and in declining cities or districts presents 
grave difficulties. This tax should be brought to the 
minimum. The principle of the increment-tax, by which 
only the gain on a transfer of realty is taxed, is the sound 
one. In it, therefore, we should find a substitute for the 
transfer tax. This is often expressly aimed at. It is the 
principle accepted in Cologne, where the purely financial 
transfer tax is to be replaced in time by the social increment- 
tax. To this there is to be added the further considera- 
tion that the increment-tax more than any other can be 
adapted flexibly to local needs, being readily adjustable 
either with a progressive or degressive scale of rates. 

The financial outcome, which we have next to consider, 
must be admitted to be so far inconsiderable. I will not 
undertake any detailed statistics, and will only mention 
that the yield has often exceeded the amounts estimated. 
The proceeds of the tax, it is often maintained, should be 
used for the purpose of improving the housing con- 
ditions of the lower classes. Some provision of this sort 
has been sought to be incorporated, for example in Bava- 
rian statutes. Much is to be said in favor of this prin- 
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ciple. It seems, however, to be somewhat one-sided, 
not granting to the community, as a whole, what the 
community after all has created. Moreover, it is con- 
ceivable that the yield may be greater than can be ad- 
vantageously used for such purposes. There is ground 
for caution, therefore, in pressing the principle too far, 
more particularly as it may prove an obstacle to the actual 
imposition of the tax in the communes. 

It should also be noted, on the financial side, that the 
yield of taxes of this sort is likely to be variable. No 
doubt the yield is likely to increase on the whole, but not 
at any regular rate. The local bodies and the State must 
take this probability of fluctuation into account, and must 
make use only of an average ascertainable over a longer 
period or accumulate the funds for some specified purpose. 

Finally, we have to consider the effects upon land reform. 
All taxation of sites, especially of site gains, works toward 
such reform. I have already indicated why the incre- 
ment tax will serve to check speculation and to lessen the 
price of land. Every tax upon ground rent tends to lessen 
the price of land: the increment-tax is further beneficial 
in its effect on the ways of buying and selling land. Ac- 
cording as the earlier or later stages of ownership are more 
heavily affected, this tax may serve to stimulate or to 
deaden the market for land. 

Owners and tenants of land are the natural opponents 
of this form of taxation, and in Germany their judgment 
is severely against it. Yet it is to be said that public 
opinion in general is highly favorable. Just as. the prin- 
ciple of taxation on the basis of capital value has swept 
over Germany, so we find an unceasing progress in the 
application of the increment-tax. This simple fact proves 
the strength of the ideas underlying it. We may hope 
that the confident expectations entertained in Germany 
will be fulfilled, and that the experience of Germany may 
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lead other countries also to give this problem practical 
attention. 

R. BRUNHUBER. 
GERMANY. 


APPENDIX. 


THE INCREMENT-TAX OF COLOGNE. 


ORDINANCE FOR THE Levy or A TRANSFER- AND INCREMENT-TAX IN 
23 FesruaRYy 
6 APRIL 


Section 1. Whoever acquires, by sale or by compulsory auction 
proceedings, a piece of realty, improved or unimproved, lying within 
the city limits, shall pay a communal tax (transfer-tax) of 2 per cent. 
of the value of the acquired realty. 

If the seller has paid an increment-tax (as required in Sections 3 
to 6), the purchaser is entitled to deduct the amount paid for increment- 
tax from the transfer-tax to be paid by him; but the amount so de- 
ducted shall not exceed 50 per cent. of the transfer-tax chargeable. 

Section 2. Transfer of property under eminent domain is to be 
regarded as a sale. Buta transfer resting directly on inheritance is not 
to be regarded as a sale. 

The value of the property shall be the market value at the time of 
acquisition. If in the legal steps attending the acquisition a specific 
price has been agreed upon, that price shall be the basis of the tax, 
provided that the market value at the time of acquisition is not higher 
than this price. 

Section 3. In addition to the tax provided for in Section 1, and 
under the same transfers of ownership of improved or unimproved 
realty, a separate tax (increment-tax) shall be levied upon the seller 
as provided in the sections following. 

Secrion 4. The increment-tax shall be reckoned on the basis of 

the accruing increase of value. 
_ This increase of value is the difference between the last purchase 
price plus the allowances described in Section 5 and the present selling 
price less the deductions permitted in Section 5. 

Section 5. To the last purchase price there are to be added:— 

(a) In case of unimproved realty, interest at 4 per cent. on the last 
purchase price from the date of the payment or the date of 
putting at interest of that price to the time of the current 
transfer, but without compound interest; 

(®) All proved expenses for improvement, including expenses for 
street building as well as expenses for additions and re- 
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construction in buildings, including interest and architects’ 
commission, provided that these expenses have not been 
met out of insurance payments. Expenses for street build- 
ing are to be reckoned with 4 per cent. interest from the date 
of their payment, but without compound interest; 

(c)5 per cent. of the last purchase price, as compensation for 
expenses of purchase (stamps, transfer taxes, legal fees, and 
the like). 

If separate parcels of a piece of realty which forms a geographical 
and industrial entity are transferred by separate transactions of the 
transferrer or his heirs, the increase in value of any single parcel is to 
be diminished by any loss in value on the transfer of other parcels; 
provided, however, that the loss-bringing transfer has taken place 
simultaneously or within the preceding three years. 

Section 6. An increase in value of 10 per cent. is, in all cases, 
exempt from taxation. 

For the rate of taxation the whole increase in value, including any 
part which may not be taxable, is to be taken into account. The 
increase in value exceeding 10 per cent. is to be taxed as follows:— 


10 per cent. on an increase in value between 10 and 20 per cent. inclusive. 
ll “ “ 20 “ 30 “ 
12 “ “ “ 30 “ 40 “ “ 
14 “ “ “ 50 “ 60 “ “ 
15 “ “ “ 60 70 
16 “ “ “ 70 “ 80 
17 “ “ “ 80 “ 90 “ “ 
18 “ “ “ 90 “ 100 “ “ 
19 “ “ “ 100 “ 110 “ “ 
20 “ “ “ 110 120 
21 “ “ “ 120 “ 130 “ “ 
22 “ “ “ 130 ‘ce 140 “ “ 
23 “ “ “ 140 “ 150 “ ce 
24 “ “ 150 “ 160 
2 over 160 


These rates shall be levied only if five years at most have passed be- 
tween the preceding transfer and the present transfer. If the period 
exceeds five years, and at most is ten, two-thirds of these rates shall 
be levied; if the period exceeds ten years, one-third. 

If neither the purchase price nor the market value of unimproved 
land at the time of the present transfer exceeds 0.60 marks for the 
square méter, no increment-tax shall be paid.t 


10.60 marks per square meter is roughly 14 cents. per square foot. 
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Section 7. The taxes provided for in Sections 1 to 3 shall not be 
levied:— 

(1) In case of auction sale under legal procedure, if the acquirer 
of the realty can be proved as owner, mortgage creditor, 
previous possessor, or as security, to have been able to avoid 
loss only by undertaking the purchase. 

(2) In case of Zusammenlegungen.1 

(3) In case of Umlegungen.1 

4. In case of acquisitions on the part of the Treasury, the German 
Empire, and the Prussian State, in so far as in these cases no 
stamp tax is required under Section 4, E. of the Prussian 
Stamp Tax Law of July 31, 1895. 

5. In case of transfer by way of gift between ascendants or de- 
scendants or between married persons. 

6. I ncase of transfers which take place between heirs or devisees or 
married couples, or successors of such, for division of real 
property belonging to them jointly. 

7. In case of other division of joint property between the owners, 
in so far as the participants receive no more than the value 
of their previous share in the property divided. 

8. In case of transfers from heirs to the devisee of property de- 
vised by will. 

Ssction 8. The tax provided for in Section 1 shall be paid by the 
purchaser, that described in Section 3 by the transferrer. _ 

(Sections 9 to 13 are not material.) 

Section 14. For the first transfer of property after the date when 
this ordinance goes into effect, the following special provisions shall 
hold in regard to the increment-tax:— 

The market value of the realty on April 1, 1905, shall be reckoned 
in place of the last purchase price, including the allowances 
of Section 5. 

The market price shall be separately established for each parcel 
of realty. ‘ 

Section 15. In case the yield of the increment-tax at the close 
of any financial year exceeds 400,000 marks, the transfer-tax for the 
following year shall be lessened by one-half of 1 per cent; in case the 
yield exceeds 800,000 marks, the transfer-tax shall be lessened by 1 
per cent. 

Section 16. This ordinance goes into effect on the date of publi- 
cation, and expires on April 1, 1910. 


1 These phrases refer to compulsory redistributions of land under legal process. 
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THE TEXAS STOCK AND BOND LAW 
AND ITS ADMINISTRATION 


SUMMARY. 

The law limits the amount of stocks and bonds to the reasonable 
value of the property, 109-111.—A fixed scale of construction prices 
used toward ascertaining such value, 111, 112.—Different position of 
old roads and of new; problems as to the old roads, 112-116.—Float- 
ing debt not affected; income bonds a means of evasion, 116, 117.— 
Effect on new construction difficult to state, 117-120, 


A RAILROAD commission of the mandatory type was 
established by an act of the legislature of Texas, April 3, 
1891. In the course of the litigation which arose early 
under this act it was stated by the representatives of the 
railroads, and repeated by a judge of the Circuit Court 
of the United States, that rates should be such as would 
pay operating expenses and capital charges, including a 
dividend on stock. In view of this assertion, in the be- 
ginning of the life of the Commission, of a relation between 
capitalization and rates, and of the certainty that it would 
reappear when rates fixed and to be fixed by the Commis- 
sion were under consideration, it was made evident to Texas 
law-makers that without some authority over capitaliza- 
tion the power of the Commission to fix rates would be 
seriously handicapped. The law regulating the issue of 
stock, bonds, and other indebtedness secured by lien or 
mortgage of railroad companies within the State of Texas, 
enacted April 8, 1893, may be regarded, therefore, as legis- 
lation designed primarily to make more effective the rate- 
making power conferred upon the Commission by the origi- 
nal act. 

Regulation of issue as a protection to holders and pur- 
chasers of securities was one of the considerations in the 
passage of the act; but it was not the main one. The per- 
centage of resident holders was, and still is, negligibly small, 
and there was no demand for legislation in the interest of 
possible future holders of securities. 
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The act regulatory of issue is popularly known as the 
Texas Stock and Bond Law. It declares that regulation 
of this character is vested in the State government. It 
provides that hereafter railroad indebtedness secured by 
lien or mortgage, together with the capital stock, shall 
not exceed the reasonable value of the property, and pro- 
vision is made for the valuation by the Railroad Commis- 
sion of each railroad,—such valuation to be of the “fran- 
chises, appurtenances, and property.” In the event of 
the sale of a road under foreclosure it is provided that the 
old stock shall be annulled, and that the debt, to satisfy 
which the sale is made, shall not be a claim or lien on the 
property. Bonds may be issued in advance of the com- 
pletion of a road if the Commission is satisfied with the 
exhibit of the data showing the value of the property pro- 
posed as security. The life of a bond shall not be more than 
thirty years, and the rate of interest shall not exceed 6 
per cent. There are three stages defined in the procedure 
of issuing bonds. First, the issue is authorized by the Com- 
mission, after an exhibit by the company of the security 
proposed. Second, the issue is approved, if the Commis- 
sion is satisfied that the security is as represented. Third, 
the bonds are registered in the offices of the Secretary of 
State and of the Commission. The law provides that there 
shall be no increase of stock unless all existing shares shall 
have been paid in full or all unpaid shares sold out as for- 
feited under the law. The unlawful issue of any stock or 
bonds works a forfeiture of the charter of the company and 
a nullification of the securities so issued. Any officer who 
shall knowingly make a false statement to secure registra- 
tion of any bond or other evidence of debt, or who shall 
negotiate or cause to be negotiated any such security, 
shall upon conviction be punished by confinement in the 
penitentiary at hard labor. 

According to section two of the act the limit of the issue 
of securities is the reasonable value of the property. It is 
provided, however, that in cases of emergency—and this 
is construed to refer to great damage from fire or flood—- 
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an issue of not more than 50 per cent. over the value of 
the property may be authorized by the Commission. 

There is no definition in the act of what is “reasonable 
value.” Wide discretionary power is thus left to the Com- 
mission. From the beginning, however, the policy of the 
body has been to interpret the law as pointing to cost of 
construction as the measure of reasonable value in the 
case of new roads, and to cost of reproduction in the case of 
roads built before the law was passed. But there has been 
no rigid confinement of value to cost. 

All donations in the form of right of way, depot ground, 
terminal facilities, land grants, and such, are allowed to be 
entered as bases of securities, and they are valued for that 
purpose at what it would cost to reproduce them. Further, 
the Commission has a scale of construction and equipment 
prices which is based on an average cost of labor and ma- 
terials, and the prices of this scale are the limit which the 
Commission will accept as a basis for the valuation of prop- 
erty that is purchased. For example, fifteen cents per 
cubic yard is allowed in the scale for excavation work. If 
the railroad can get its excavation work done for twelve 
cents per cubic yard, the valuation of such work accepted 
by the Commission for the issue of securities is, neverthe- 
less, fifteen cents. Similarly, in the case of other items of 
construction or of equipment the opportunity is given to 
the railroad to profit by good bargaining. 

The prices of the Commission’s scale are the maxima, and, 
if they are exceeded, the excess is not accepted for valuation 
purposes. Fifteen cents per cubic yard for excavation 
work is thought by the expert engineer to be a liberal 
allowance under present conditions, and, if the cost of exca- 
vation be represented by a company to have been seventeen 
cents, the excess of two cents is not allowed as a basis for 
the issue of securities. It is maintained that this practise 
is necessary in order to prevent collusive contracts between 
railroad companies and construction companies. It does 
not prevent such contracts, but it does put a check upon 
their abuse. Interest at 6 per cent. on the amount expended 
up to the time the securities are issued is also allowed. 
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Whether the scheme of a fixed scale of prices and 
of a fixed rate of interest works well or ill depends upon 
how closely the allowances approximate actual costs. In 
practise the allowances, including donations, have always 
exceeded cost. In the case of the latest long piece of con- 
struction in Texas the percentage of excess over the actual 
cost of the physical property is estimated to be 10 per cent. 
In the opinion of one of the Commissioners the percentage 
of excess has been as high as 25 per cent. The average, 
however, is probably between 10 and 15 per cent. 

This excess may be regarded either as an allowance for 
promoter’s profits or as an allowance for the future in- 
crease in the value of the road by reason of its becoming 
a seasoned and settled property. The Commission appears 
to be indifferent as to which is taken, yet an admission 
by it that the latter is the explanation of its practise could 
not be taken to imply, as might logically be expected, a 
recognition by that body of the non-physical or intangible 
value of a railroad as a basis for capitalization. As stated 
before, cost of reproduction is its basis. The Commission’s 
concept of the value of the franchise is that it is the value 
of the right to occupy certain streets and public highways, 
and the practise has been to ascertain this value by refer- 
ence to the value of the abutting property. This concept, 
it is needless to remark, is the legal, not the economic one, 
and it may be expected generally to result in an under- 
estimation of the value of the franchise, in the economic 
sense, of a road that becomes a seasoned and settled property. 

Two classes of roads are to be noted in a consideration 
of the administration of the law,—those constructed and 
capitalized before, and those after, its passage. The older 
roads, in existence when the law was passed, present the 
greatest difficulties for the Commission. Yet the effect 
of the act upon them, while of a delayed character, is never- 
theless manifest. The average capitalization of these older 
roads has been reduced, owing to the fact that the capitaliza- 
tion of their extensions and mergers, the refunding of their 
old indebtedness, and the funding of their floating indebted- 


= 


TEXAS STOCK AND BOND LAW 113 


ness have been subject to the provisions of thé law. The 
question of the refunding of maturing funded indebtedness 
has not been before the Commission. Within the next 
few years some large issues will mature, and it will be in- 
teresting to see whether or not the opportunity will be taken 
to make the indebtedness of the roads more closely ap- 
proach the Commission’s valuation of them. Some reduc- 
tion in the average has been effected by the payment of 
bonds, as in the case of the Houston & Texas Central, some 
by the cancellation of stock as a penalty, as in the case of 
the Aransas Pass. But these reductions have been small as 
compared with the decrease brought about as a result of new 
construction and mergers. 

The results of the operations of debt payment and of 
mergers may be seen in the following table for the Houston 
& Texas Central Railroad, which shows the mileage, total 
stock and bonds, stock and bonds per mile, and average 
per mile of the Commission’s valuation :— 


Total Stock and Bonds Value per 
Year Mileage. B } per M 

June 30, 1892 5071 25,794,729 50,877 —_— 

452.552 26,463,420 58,476 —- 
&. 3604 452.55 26,341,420 206 21,186 
452.55 263, 58,034 21,186 
eee 452.55 26,204,420 57,904 21,186 
452.55 25,442,000 56,219 21,186 
507.753 24,868,000 48,977 20,322 
507.75 24,521,000 48,293 20,322 
|e 507.75 25,124,000 49,481 20,322 
668.73 4 27,346,000 40,892 19,255 
ad 690.03 26,827,000 38,878 19,819 
a a 26,471,000 38,362 19,819 
25,911,000 37,551 19,819 
24,814,0006 35,715 19,819 


The mileage owned is reported to be 507. This includes the 54 miles of the 
Waco & Northwestern. The stock and bonds items also include the Waco & 
Northwestern. 

2The stock and bonds outstanding are those on the main line (452.55 miles), 
and the apportionment per mile is over this amount. The Waco & Northwestern 
is in the hands of a receiver. 

3The increase in mileage is due to the merger of the Waco & Northwestern. 

4The increase in mileage is due to the merger of the Austin & Northwestern, 
the Central Texas & Northwestern, and the Fort Worth & New Orleans. 

5 The increase in mileage is due to the addition of the Lancaster Tap. 

* Other indebtedness outstanding amounts to $1,808,703, which raises the ag- 
gregate per mile to $38,318. 
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When older roads, with a capitalization excessive as com- 
pared with the Commission’s valuation, made extensions, the 
position was taken by the Commission that no stock and 
bonds could be issued unless the Commission’s combined 


valuation of the old road and the extension exceeded the . 


amount of outstanding securities of the old, and that only 
an amount equal to the excess could then be issued. In 
spite of this position there were minor extensions made. 
Evasion was not difficult; but this construction of the 
statute was regarded as an impediment to extensions, and 
an act of the legislature of April 15, 1901, empowered the 
Commission (tho it did not make it mandatory) to au- 
thorize the issue of securities to an amount equal to the 
reasonable value of an extension. 

Again, the position was taken by the Commission that roads 
believed by it to be excessively capitalized could not issue 
securities on rolling stock and motive power so long as the 
outstanding securities exceeded the Commission’s valuation 
of the road and its equipment. This was thought to stand 
in the way of the roads providing adequate equipment, and 
by an act of April 23, 1907, which requires the purchase 
of sufficient equipment for the expeditious handling of all 
passenger and freight traffic, the Commission, upon its own 
recommendation, was authorized to approve liens or mort- 
gages for this purpose, even if the road hasan excessive issue 
of stock and bonds. In 1898 the Commission had decided 
that it had no jurisdiction over rolling stock and equip- 
ment contracts; but in 1903 it reversed this opinion, and 
decided that it did have jurisdiction. Its construction of 
the statute following this assumption of power explains the 
passage of the act of 1907. 

Under the commission act, as it was first passed, and 
again under the Stock and Bond Law, the Commission sought 
to obtain from the older roads information as to their origi- 
nal cost. The results were extremely unsatisfactory. In 
explanation of their failure to give the desired information, 
some of the roads alleged that original construction and 
equipment had been made by construction companies, 
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and that they themselves were not therefore in possession 
of a statement of the original cost; others that these ac- 
counts were outside the State; others that their properties 
had been acquired through judicial sale and that the accounts 
had not been turned over to them. 

In view of these difficulties encountered in getting state- 
ments of cost from the roads, two alternatives were open to 
the Commission. One was to accept the outstanding capi- 
talization as representing the reasonable value, the other 
was to make a valuation. The latter was chosen, and the 
valuation was made on the principle of cost of reproduction. 
The difference between the valuation and the capitalization 
was in every case considerable. Inasmuch as extensions 
may now be additionally bonded, one obvious method 
of reducing that difference no longer is available. In the 
future, besides the ways already mentioned, excision at 
refunding must be looked to as one way and increase in 
the Commission’s valuation as another. The valuations of 
the older roads were completed by the end of 1895, and, 
while there have been requests for revaluations, the Com- 
mission has refused to allow them. Requests for revalua- 
tion have come also from roads built since the law went 
into effect, but these also have been refused. None of 
these requests went so far as to be given official hearings at 
which data and arguments would be adduced: they were 
disposed of in the ordinary course of correspondence. If 
the roads believed that they had a good case, it is difficult 
to understand why they did not press for a hearing. It 
would not be surprising if, when refunding is considered, 
the matter of revaluation should be made an issue. 

One way of defeating the purpose of the Stock and Bond 
Law has been found, according to the Commission’s report 
for 1906, in the issue of “income bonds.” As well as can 
be ascertained, what is referred to as “income bonds” is 
really floating debt. The Commission now asks that it be 
given jurisdiction over the issue of interest-bearing evidences 
of debt that are not secured by liens upon physical property. 

The report of the Commission for 1906 states that the 
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amount of bonds and receivers’ certificates which have been 
approved since the passage of the Stock and Bond Law is 
$38,256,566. The purposes for which these issues were 
made—that is, whether for new construction, for refunding, 
or for increased valuations—are not enumerated; but, so 
far as can be ascertained, the entire amount has been for 
new construction. 

The following table shows the growth in mileage and the 
reduction in the average amount of stocks and bonds per 
mile since the enactment of the law:— 


Mae Stock and Bonds 
Year. per Mile! 
June 30, 1804 9,154 40,802 
36, 
10,154 35,571 
1, "281 
11,536 32,284 
11,745 31,795 
12/058 31,530 


As previously suggested, the decrease in the average thus 
given is due to new construction whose capitalization was 
subject to the provisions of the law. 

Current liabilities or floating debt do not come within 
the law. The increase of this class is a significant item, be- 
cause it shows in a measure how the’ pressure of the law 
upon the roads has been temporarily relieved. The amount 
outstanding on June 30, 1896, was $30,351,240; that on 
’ June 30, 1906, was $76,536,656. Over one-half of this 
latter amount is chargeable to four roads, and of this half 
nearly one-half is chargeable to one road. 


1 The mileage used is that of main line, branches, and spurs. It is not the same 
as main mileage. The difference is not material for the purpose of showing the 
decrease in the average indebtedness. 

? The amounts for 1905 and 1906 do not include the $16,305,291 ‘‘certificates 
of indebtedness” of the Gulf, Colorado & Santa Fé. These are classified by 
the Commission under the item ‘‘Other indebtedness.” 
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The older roads, which are in the main parts of systems 
and controlled by corporations domiciled outside the State, 
have by far the larger share of the total floating debt, and 
this has an ominous significance. The tendency is towards 
an increase of the amount, and, as the Commission’s policy 
is to refuse to allow a funding of the indebtedness of this 
character, the older roads must rely upon increased earnings 
or a change of the Commission’s policy to save them from 
grave financial difficulties. 

In the case of these roads, which are already excessively 
capitalized, the position of the Commission is—logically 
under the law—that, where current liabilities are incurred 
for permanent improvements, the increased valuation of 
the property resulting from the improvements will be 
recognized, but that not until there is an approximation 
of total valuation to outstanding capitalization will an 
addition to bonded indebtedness be authorized. Inso- 
much as the margin between the Commission’s valuations 
and the roads’ capitalization is very wide, that body has 
evidently felt safe in refusing to believe that improvements 
and other factors have caused an appreciation in value 
sufficient to wipe out the unfavorable margin and to en- 
title the companies to the boon of funding. 

The situation as to newer construction is not so trouble- 
some. The margin between the valuation by the Commis- 
sion and outstanding capitalization being small, any float- 
ing indebtedness which may be construed to have resulted 
in an increase in the valuation of the property will, it is 
to be expected, not be refused funding. 

What now has been the effect of the Stock and Bond 
Law upon railroad construction? A satisfactory answer is 
not easily given. It is impossible to say what would have 
been the increase in mileage if no such law had been passed, 
and it is difficult to gauge in its bearing upon the question 
the significance of the increase of practically 3,000 miles in 
the mileage since the law went into effect. It can be said 
with a reasonable degree of certainty that the law as it has 
been administered has afforded no encouragement to rail- 


| 


118 QUARTERLY JOURNAL OF ECONOMICS 


road building for large speculative gains. However, a con- 
sideration of the question of the alleged timidity of capital 
to enter the field of railroad investment in Texas on account 
of this law requires that attention be directed probably 
less to the stock and bond feature than to other features 
of the Texas law regulating railroads. 

Important, tho perhaps not so much as the question as to 
new construction, is that of the effect of the law upon im- 
provements and betterments. Does the law encourage the 
repair of depreciation, the substitution of heavy steel rails 
for lighter ones, the replacement of wooden bridges with 
steel ones, the reduction of grades, the abolition of curves, 
the ballasting of road-bed, better stations, etc.? Improve- 
ment of rolling stock has been provided for in the act of 


April 23, 1907; but other improvements are left subject — 


to the original legislation. 
The amount expended for permanent improvements in 


the year ending June 30, 1906, is stated to have been $2,174,- 
161. For a railroad mileage aggregating that of Texas, 
this is a paltry sum. The seat of the trouble appears to 
lie in the income account. Of fifty-five roads reporting for 
the year ending June 30, 1906, there are seventeen which 
report a deficit of income for that year. Only five of the 
seventeen are charged, however, with expenditures for 
permanent improvements. Twenty-three of the fifty-five 
roads report a deficit as existing on June 30, 1906, and of 
these, six made permanent improvements. The deficit is 
pronounced in the case of several of the older roads. 

The position of the older roads is thus, as regards improve- 
ments, a decidedly difficult one under the law. With in- 
terest charges and taxes consuming most of income, there is 
no large amount left for improvements, and none can be 
made without creating a deficit. As has been already ex- 
plained, since their valuation by the Commission is much 
below their capitalization, they cannot, until this margin 
is wiped out, expect to have expenditures of this character 
funded. If the object of the Stock and Bond Law is to be 
realized, however, the construction of the law in this respect 
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cannot well be different. Rates might be raised so that 
income would be increased, and since only seven of the fifty- 
five roads reporting for the year ending June 30, 1906, 
paid any dividends, it is a question if the roads could 
not, with a fair degree of confidence, take the matter of an 
increase in rates to the courts if competitive conditions 
would permit them to make an increase. 

The position of the newer roads as regards improvements 
is better. They have no penalty of trouble to pay for over- 
capitalization. 

E. T. Miner. 


NOTES AND MEMORANDA. 


POLITICAL ECONOMY AND BUSINESS ECONOMY; 
COMMENTS ON FISHER’S CAPITAL AND 
INCOME. 


Old-fashioned political economists had an idea that 
wealth was material things used to promote the welfare of 
human beings. They got confused in their idea of capital, 
which in some way they thought ought to be wealth used 

puns to get profit. New-fashioned economists saw that the 


pion confusion sprang from the idea of value, and Professor 

Mh wpe) % Clark made easy the true distinction by his terms “capital 

we oop goods” and “capital.” Capital goods are identical with 
ps wealth, but capital is the value of that wealth. 

But here a new confusion arises. The older economists 
tried to distinguish between land, capital, and labor. But, 
if capital is value of wealth, then anything having value is 
capital. Professor Irving Fisher, in his volume on The 
Nature of Capital and Income (1906), carries the idea to its 
logical fulness, and wealth becomes land, capital goods, 
and human beings, while capital becomes their value.t 
The issue now is made clear. The older economists were 
working on a serious social problem,—that of earned and 

j unearned incomes. They carried everything back into 
] terms of cost, effort, enterprise, sacrifice, abstinence, and 
distinguished the income that corresponded to "cost "from 


Ck, {- that which came as a surplus above cost. They were po- 
litical economists. 

cum ww ? But value does not correspond to cost. A surplus also 

ae has value. The business man buys and sells at a valuation 

anything that the law makes property. He is not con- 


be. 1 Pages 5, 67. 
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cerned with the political problem of earned and unearned 
wealth. The new economists, following him, carry every- 
thing forward into terms of income, capitalizing alike that 
which corresponds to cost and that which is a surplus. 
They are business economists. 

A system of social philosophy seems to reach abstract 
perfection just after society has begun to knock out its 
props. Before business economy had perfected this the- 
ory of capital value, the legislatures had begun in earnest 


2 to bring business down to"cost’ value. Even the Supreme 


Court of the United States has sustained a case where 
through a State law a property earning 18 per cent. on some 
$900,000 was reduced to one earning six per cent. on some 
$300,000... The court decided that the latter was a rea- 
sonable income on the reasonable value of the property. 
This I understand to be the idea of the public in rate reg- 
ulation, and especially in the laws designed to get at the 
“physical value” of the property of public service corpora- 
tions. In the common-sense view the “true value” of 
property is its cost of reproduction, less depreciation, plus 
its value “as a going concern”; that is, the labor, sacrifice 
and effort required to construct the property and build 
up the business. But in the business view the value is the 
capitalization of its income. One is political economy, 
the other is business economy. 

Doubtless there is room enough for a philosophy of busi- 
ness economics. Indeed, scarcely a greater service could 
have been performed than that of working out to logical 
exactness the tenets of such a philosophy. It enables us 
more clearly to distinguish the true nature of political econ- 
omy. This is especially called for when business economy 
sets itself up as the real political economy. The work of 
Clark, Fetter, and Fisher, is admirable and indispensable, 
not only in its own sphere of business economics, but also 
as a contrast to the sphere of political economics. When 
Fisher has carried it out to its logical perfection and has 


1 Stanislaus Co. v. San Joaquin and K. River Canal and Irrigation Co., 192 
U.S. 201, 
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boldly accepted all of its implications, we are in a position 
to discover those grounds on which it is able for a time to 

pass off as political economy. Naturally enough, these 

grounds are found in a double use of terms. So precise a 

thinker as Fisher has of course taken precautions against 

this fallacy, but his precautions are found not in his pri- 
| mary terms, but in his secondary terms. While capital 
value is clearly distinguished from capital goods and the 
term “capital” is confined to the former, yet the primary 
terms of “‘ wealth,” “service,” and ‘‘ property,” on which his 

- | structure of capital rests, are palpably ambiguous. I do not 
Aw” refer to his inclusion of human beings under the terms 
“wealth” and “capital.” While this is startling, it is ad- 

| mirably logical, but is secondary to the double sense in which 


property, wealth, and services are employed. 
Sec.2 — Wealth is material things which are owned. They are 
owned because they promise to yield desirable services to 
| . the owner. Property is the right to have these future ser- 
Pu vices if they materialise. 

No exception can be taken to this sequence. But it in- 
cludes only one-half of the idea of property,—the inclu- 
sive half. Property is also exclusive,—the right to with- 
hold services and _ to prevent them from materializing. 
And this is the all-important half of property from the 
business standpoint. Were there no buying and selling, 
then the only significant right of property would be the 

| right of the owner to use up and personally enjoy the ser- 
vices of his wealth. But, where these services are yielded 


in order to be sold, the significant thing is the right to hold 
back the services until others consent to pay the price 
| | demanded.. In modern society the “right to the uses 
0 of wealth,” accurately speaking, pertains only to that 

moiety of wealth that has passed into the hands of the 
K prospective consumer,—the right to eat the loaf of bread 
| he has bought, the right to ride in his own carriage, to 
wear his own suit of clothes. But the sense of the phrase 
is wholly different when the wealth is made to be sold and 

is in course of exchange. It is not the mere option of 
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using it or selling it that exhausts the definition of prop- 
erty. Much more is the right to bargain, to withhold, 
even to compel others through their necessities to give over 
the services of their wealth. This is the essence of the 
power to turn utility into value. And if the term “‘prop- 
erty’’ can be defined in its primitive sense of enjoying 
the uses of wealth, and then be employed in its business 
sense of requiring others to pay a price for enjoying 
those uses, we can reason about business economy as tho 
it were political economy. The result is seen in the terms 
“‘wealth” and “service.” 

A paper manufacturer! “is offered a round sum” by 
his competitors, “if he would close his mills.” This he 
did, and “the contract which he made with his rivals con- 
stituted.a kind of property for them; the wealth by means 
of which his promise was made good was evidently his 
own person together with his plant; and the service per- 
formed was the inactivity of both.” Thus a paper mill 
yields the “services of wealth” when it is making paper 
and when it is not making paper. 

A copyright is “the right to a similar refraining from 
or restraining of competition.” “It would have been 
property of great value to the publishers of the Encyclo- 
pedia Britannica if they could have prevented the pirating 
of their work in this country. The wealth underlying this 
property right is the wealth which, if employed in the 
specified line, would enter into competition with the prop- 
erty owner. It mainly consists of the persons and plants 
of possible competing publishers.’ Thus my piratical 
Britannica at thirty dollars would still have yielded its 
services if it had never been printed and published and if 
I had paid a hundred dollars for the original Britannica. 

And so on. The brick-layer performs services when he 
lays bricks and when he is out on a strike. Running a 
loom is a service and keeping it idle is a service. Ploughing 
corn is a service and letting the field run to weeds is a 
service” This identification of the negative, or exclusive, 


1 The Nature of Capital and Income, p. 28. 2 Page 19. 
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side with the positive, or inclusive, side of property is seen 
in the paragraph on good will! Good will is merely the 
right to a tacit, loose, and contingent promise of support 
and patronage, less cost. True, but good will is also the 
prohibition on, others from using a certain name or_mark 
as a means of reaching the public. 

So with a street railway franchise. It is the right to 
use the streets for transportation purposes True, but 
the franchise is also the ability de facto to keep competitors 
from selling that _kind of transportation to the public. 
“No doubt, in all of these examples, Fisher is merely 
endeavoring to show that property, even in its most ab- 
stract and “intangible” form, always refers to some un- 
derlying wealth. Wealth yields services or uses, and ‘“‘a 
perfect right is the right to the chance of obtaining some 
or all of the future services of one or more articles of wealth.” 
This identity of property and wealth causes no confusion 
where only the positive, or inclusive, side of_property_is 
involved. Thus a “promise,” a debt, or bond secured by 
a mortgage, is simply a claim upon the earnings or wealth 
of the debtor. Irredeemable paper money and the taxing 
power of the government are claims on the general wealth 
of the community. In these and similar cases the several 
property rights are merely devices for apportioning the 
services of wealth among different proprietors. The con- 
fusion arises in the other cases where property is used 
in its exclusive or prohibitive sense. But it is the latter 
sense that underlies the entire book on-The Nature of Cap- 
ital and Income. For it is not wealth, or “capital goods,” 
with which he is dealing, but it is the value of wealth, or 
“capital value.” This is the business man’s “capital.” 
But capital in the sense of value is based on property in 
the exclusive sense, just as capital in the sense of goods 
or wealth is identical with property in the inclusive sense. 
It is the property right to withhold or prohibit the use and 
even the production of wealth that enables the owner to 
exact a value in exchange for what he owns. And the 


1 Page 28. 2 Page 25. 
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amount of value which he can exact depends on the extent 
to which the right of property gives him this power to 
withhold and prohibit. It is by defining property as the 
right of obtaining services and then using it as the right 
of preventing services that business economy can set itself 
up for political economy. 

Joun R. Commons. 
University oF WISCONSIN. 


THE MEETINGS OF BRITISH AND OF AMERICAN 
ECONOMISTS. 


The question is sometimes asked whether it would not be 
wise for the American Economic Association to co-operate 
with the economic section of the American Association for 
the Advancement of Science, after the example of Section 
F of the British Association. Complete merger is prob- 
ably out of the question, but joint meetings have been 
suggested. Having recently attended the meeting of the 
British Association, held at Leicester in August of the 
present year, I am led to make the following observations. 

In the first place, conditions are radically different in the 
two countries. In Great Britain the teaching of economics 
was, until recently, confined to Oxford and Cambridge and 
a half-dozen of the other leading colleges and universities. 
Tho there has been considerable expansion during the last 
few years, there is still only a handful of professional econ- 
omists,—i.e., men who find a career in teaching economics 
or carrying on economic investigations: whereas in this 
country they number well up into the hundreds. There- 
fore, the British economists have no real alternative. The 
choice is between a separate meeting, sparsely attended, 
with no city or town offering attractive inducements to 
meet within its precincts and providing for comfort and 
convenience, and, on the other hand, a meeting in con- - 
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junction with a large and honored body of scientific workers 
whose presence is sought as a rare favor by the leading 
cities of the empire, and for whose entertainment and com- 
fort everything is done which a city can do. Even tho the 
economic section is overshadowed by the older sections, the 
advantages are so overwhelmingly on the side of the joint 
meeting that there is really no choice. 

In this country, on the other hand, the economists can, 
in a separate organization, get all the advantages in the 
way of invitations, railway rates, entertainment, and 
accommodations which they could get under a merger. 
There being nothing to be gained on this most practical 
but external side by joining the larger body of scientific 
workers in all fields, the American economists are in a po- 
sition to choose what form of organization they will main- 
tain, and to base that choice upon grounds other than mere 
external expediency. 

If the Leicester meeting is a fair sample of the meetings 
of the British Association, there are many advantages in 
joining so large a body. The mere coming together of so 
large and distinguished a body of scholars creates a social 
event of considerable magnitude, and many estimable 
people, with only an incidental interest in science, are 
attracted to the meetings. They come from all parts of 
the United Kingdom and from all walks of life, and it is 
to be presumed that they take away a somewhat deeper 
interest in serious topics. At the same time this enables 
the scientists present to mingle a good deal of social recrea- 
tion with the more serious purposes of the meeting. There 
is, on the other hand, the disadvantages of leaving time 
for only one meeting each day,—at least this was true of the 
economic section. 

At the same time it is impossible to forget that the tradi- 
tions of the Association are those of the physical sciences. 
The atmosphere is that of physical science, and, tho there is 
every possible courtesy shown to the economic section, 
one cannot help noticing a faintly apologetic air among the 
economists for being there at all. This, of course, applies 
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to all the newer sections as well. It reacts unfortunately 
upon the tone of the discussion. That part of the general 
public which comes to the meetings of the Association 
is still interested mainly in the older sections representing 
the physical sciences. Therefore, the economic section— 
judging by this year’s meeting—has to compete for an 
audience. Of course, it is always a difficult matter for an 
economic association to preserve a proper balance between 
its character as a scientific body and as a “current topics 
club”; but this competition tends to develop unduly the 
current topics side. After the opening meeting the meet- 
ings were all devoted mainly to topics of current interest, 
while certain admirable papers of permanent scientific 
value were edged in, after some shifting about, whenever 
there happened to be time, but when discussion was im- 
possible. 

Incidentally, it may be mentioned that the administrative 
work is somewhat complicated by the joint meeting. When 
the local committees have several sections to provide for, 
and when the officers of one section have to make the ar- 
rangements with respect to the convenience of a number 
of other sections besides their own, the inevitable result 
is a certain amount of irritating confusion. This, however, 
we have experienced here through our arrangement for 
joint meetings with the Historical Association, and the 
difficulty is likely to increase rather than to diminish now 
that the Political Science and Sociological Associations have 
joined the group. The question presents itself whether 
the Economic Association should not separate itself from 
the group to which it now belongs and hold its meetings 
separately. The writer is inclined to take the affirmative 
of this question as soon as the Association is large enough 
to secure such external advantages as special railway rates 
and hotel accommodations. Since these advantages are 
assured us under the present arrangement, the arguments 
seem to be overwhelmingly against becoming a section of 
the Association for the Advancement of Science. 


T. N. CaRvER. 
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THE MASSACHUSETTS INHERITANCE TAX 
OF 1907. 


Massachusetts, by the Act of June 21, 1907, has become 
one of the States now imposing direct taxes on inheritances. 
The pressure for legislation of this sort has for several years 
been strong in the State. The Tax Commission of 1897 
recommended it, and presented a carefully framed bill. 
In the recommendations of that Commission the introduc- 
tion of the inheritance tax was to be part of a comprehen- 
sive reform of the entire tax system of the State. Such 
@ comprehensive reform, however, is extremely difficult 
to bring about in any American State. Improvement in 
tax methods takes place step by step, not by radical changes. 
Endeavors to enact an inheritance tax have been made at 
almost every session of the legislature since 1897, and bills 
have passed one house or the other, usually blocked at the 
end on the ground that this piece of legislation should not 
stand alone. The pressure, however, in favor of it became 
too strong for resistance, and has resulted in the statute 
of 1907. 

The act virtually divides those inheriting property into 
three classes: class A (so designated in the act) consisting of 
very near relatives; class B (also designated in the act), 
remoter relatives; and, finally, a third class (not given any 
name in the act) including all others. 

Class A includes husband, wife, lineal ancestor, lineal 
descendant, adopted child, the lineal descendant of any 
adopted child, the wife or widow of a son, and the husband 


. of a daughter, of a decedent. Property passing to a member 


of class A is subject to a tax of 
1 per cent. if its value does not exceed $50,000. 
14 per cent. if its value is between $50,000 and $100,000. 
2 per cent. if its value exceeds $100,000. 
Class B includes brother, sister, nephew, and niece. The 
tax rate on property passing to a member of class B is:— 
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3 per cent. if its value does not exceed $25,000. 

4 per cent. if its value is between $25,000 and $100,000. 

5 per cent. if its value exceeds $100,000. 

The third class includes all others. In it there is a uni- 
form tax of 5 per cent. 

One important difference is to be noted between classes 
A and B and the third (drag-net) class. With respect to 
the first two, the tax is levied not upon the total property 
bequeathed, but upon the property going “to or for the use 
of a member” of the class; that is, it is levied not upon the 
property as a whole, but upon the distributive share, and 
the tax rate accordingly is determined by the amount of 
the distributive share. In the drag-net clause, however, 
this is not the case. There the tax is levied at the uniform 
rate, irrespective of the amount of any distributive share. 

There are certain exemptions. All property passing to 
charitable, educational, or religious institutions, whose 
property is by law exempt from taxation, is not subject to 
the new tax; neither is property going to a city or town for 
public purposes. Further, a distributive share passing to a 
husband, wife, father, mother, child, or adopted child 
(observe that this is not precisely the same as class A), is 
not subject to the tax unless its value exceeds $10,000. 
Similarly, no other distributive share is subject to tax unless 
its value exceeds $1,000. 

The tax is applicable to all property “within jurisdiction 
of the Commonwealth, corporeal or incorporeal.” It is 
thus levied with respect to real property as well as with 
respect to personal property. Moreover, corporate shares 
in corporations chartered by the State or in national banks 
within its limits are within its scope. The holdings by non- 
resident owners of such securities are hence subject to it. 
The collection of taxes on such securities, even in the case 
of non-residents, is assured by a provision making the cor- 
poration or bank liable for the tax in case of share trans- 
fers by foreign executors, unless it appear that the tax 
has been duly paid. 

So far the act sweeps into its net everything which the 
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State can seize upon, therein following a common practise 
in recent American statutes of the sort. In other respects, 
however, the Massachusetts Act is more moderate. As to 
shares in railway, street railway, telegraph or telephone 
companies, incorporated in the State and also in some other 
State, it is provided that “so much only of each share as is 
proportional to the part of such company’s line lying within 
this Commonwealth shall be considered as . . . within the 
jurisdiction of the Commonwealth for the purposes of this 
act.” The property of a resident of Massachusetts which is 
not in the State at the time of his death is not taxable if 
subject to a like tax in another State or country; or, if 
subject to an inheritance tax of less amount, it is taxable 
only for the difference. Finally, there is a reciprocity 
provision as to non-residents holding Massachusetts prop- 
erty. “Property of a non-resident decedent which is 
within the jurisdiction of the Commonwealth at the time 
of his death” is not taxable, if subject to a like tax in the 
State or country of his residence, or is taxable only for the 
excess of the Massachusetts rate. But this alleviation is 
permitted only if a like exemption is made by the laws of 
the other State in favor of citizens of Massachusetts. This 
offer of reciprocity is significant and commendable. The prac- 
tise in many States of levying inheritance taxes with respect 
to shares in all corporations within the jurisdiction of the 
State is leading to an accumulation of levies, which the 
Massachusetts statute wisely endeavors to prevent. 

Some further provisions may be noted. The tax is 
chargeable to theexecutor, administrator, or trustee. Every 
such person is required to file within three months an in- 
ventory of the estate under penalty of $1,000. He is in any 
case individually liable for the whole amount of the tax. 
The tax is levied on the actual value of the estate or dis- 
tributive share at the time of death or at the time when the 
beneficiary becomes entitled to the property. Provision 
is made for an equitable valuation of future interests and of 
life interests. In the administration of the tax the probate 
courts are given no small competence, their supervision of 
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executors and trustees rendering them effective parts of the 
machinery. Gifts “made or intended to take effect in 
possession or enjoyment after the death of the grantor” 
are also subject to the tax; but it would seem that gifts 
inter vivos are not otherwise affected. The old collateral 
inheritance tax of 5 per cent. is repealed. The new act took 
effect on the 1st of September of the current year. 


WwW. 
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RECENT PUBLICATIONS UPON ECONOMICS. 
Chiefly published or announced since August, 1907. 


An asterisk prefixed to a title indicates a second and more detailed notice of a book 
: announced in a previous number. 


General Works. Theory and its His- 
The Labor Problem. 


d and Agrarian Problems. 
Population and Migration. 
Trans, 
Foreign Trade and Colonization. 
XIV. Not 


VIII. Money, Banking and Exchange. 
IX. Finance and Taxati 
X. Capital and its Organization: Com- 
binations. 
XI. Economic History. 
XII. Description of Industries and Re- 


sources. 
XIII. Statistical Theory and Practice. 
Classified. 


I. GENERAL WORKS. THEORY AND ITS HISTORY. 


BastipE (C.). John Locke: ses 
théories politiques et leur influ- 
ence en Angleterre. Paris: Le- 
roux. 1907. pp. 405. 7.50 fr. 

BtcuHuer (M.). Johann Heinrich 
v. Thiinen und seine nat. oek. 
Hauptlehren. Bern: A. Francke. 
1907. pp. 166. 3.20 m. 

(C. J., Editor). Selected 
Readings in Economics. Boston: 

upplies collate ‘or 
course 

Ernaup1 (L.). Studi di economia e 
finanza. Turin, Rome. 1907. 8vo. 
pp. 212. 31. 

Exster (L., Editor). Wdorterbuch 

umgearbeitete Auflage. Jena: 
G. Fischer. 1907. 2 vols. pp. 
1164, 1446. 40 m. bound. 

[The second edition of this dic- 
tionary has now been sommes.) 

Friesen (H.). Die Notwendigkeit 
einer Gesellschaftsordnung. Ber- 
lin: C. A. Schwetschke. 1907. 
pp. 557. 10 m. 

[Part I. of an elaborate work 
having the general title: Schwert 
und Pflug: Gesammelte Studien 
eines Edelmanns auf die sozialen 
Gliederungen. } 

GRAZIANI ( .). Istituzioni di eco- 
nomia politica. Secenda edizione 


interamente riveduta. Turin: 
fratelli Bocca. 1908. S8ve. pp. 


GuILHOT f. Théorie de la valeur 

d’aprés l’école autrichienne, avec 
réface E. Bouvier. Paris: 

Biard et Britre. 1907. 7.50 fr. 

Guyor (Y.). La science écono- 
mique. Les lois inductives. Troi- 
sitme édition entitrement refon- 
= Paris: Schleicher. 1907. 

r. 

HorrMAnn (Dr. Friedrich). Krit- 
ische Dogmengeschichte der Geld- 
werttheorien. Leipzig: C. L. 
Hirschfeld. 1907. pp. 204. 8m. 

{A comprehensive examination 
of theories from the time of Locke 
to the present. ] 

MARSHALL (A.). Principles of Eco- 
nomics. Vol. I. Fifth edition. 
London and New York: Macmil- 


lan. pp. 906. 

Se this fifth edition the distin- 
guished author has added a new 
preface, shifted some matter to 
appendices at the close, revised 
some chapters, but not markedly 
changed the structure or con- 
tents. 

QuersapDA (Ernesto). Herbert Spen- 
cer y sus doctrinas socioldégicas. 
Buenos Aires: Menéndez. 1907. 


pp. 87. 
Smaxu (Albion W.). Adam Smith 
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and Modern Sociology. Chi : 
Univ. of Chicago Press. 5907, 
pp. 247. $1.25. 

[Argues that ‘‘modern sociol- 
ogy ’’ is ‘‘ implicit in Adam Smith’s 
moral philosophy.’’] 

SQuiLLace (F.). I problemi costi- 
tuzionali della sociologia. Paler- 
mo: R. Sandron. 1907. 8vo. pp. 
878. 151. 

TORNARI (G.). Del pensiero polit- 
ico e delle dottrine economiche di 


Giovanni Botero. Turin. 1907. 
8vo. pp. 188. 2.501. 

Warp (L. F.). Reine Soziologie. 
Uebersetzt von A. Unger. Inns- 
poe Wagner. 1907. pp. 378. 
-20 m. 


[We note this translation into 
German of Professor Ward’s Pure 
Sociology. ] 

ZuccARINI (O.). La liberta nell’ 
economia. Forli: L. Bordandini. 
1907. 16mo. pp. 126. 21. 


In Periodicals. 


BorTKIEwIcz (L. v.). Zur Berich- 
tigung der grundlegenden theo- 
retischen Konstruktion von Marx 
im dritten Band des ‘‘ Kapital.”’ 
Jahrb. f. Nat. Oek., Sept. 

——. Wertrechnung und Preis- 
im Marx’schen System, 
Archiv f. Socialw., 1907, Heft 1. 

CouetTT! (F.). La determinazione 
della durata della generazione e il 
calcolo della ricchezza privata di 
un Riforma Soc., June. 

[The conclusion of a valuable 


paper. ] 
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EpGrewortH (F. Y.). Apprecia 
tions of Mathematical Theories 
Econ. Journ., June. 

(Charles). Economic Litera- 
ture in France at the Beginning 
of the Twentieth Century. Econ. 
Journ., June. 

JANNACONE (P.). Questioni con- 
troverse nella teoria del baratto. 
Riforma Soc., July. 

Krvee@er (H. E.). Der Beruf des 
raktischen Volkswirts. Seine 

ntstehung und seine Lage. 
Jahrb. f. Gesetzg., Heft 3. 

Oswatt (H.) and BortKrewi1cz (L. 

Zur Zinstheorie. I. Zu- 
II. Entgegnung. Jahrb. 
f. Gesetzg., Heft 3. 

Pareto (V.). L’ interpolazione 
la ricerca delle leggi economiche. 
Giorn. degli Econ., May. 

Pieou (A. C.). Social Improve- 
ment and Modern Biology. Econ. 
Journ., Sept. [The drift of this 
careful paper is that the biologists 
do not allow enough for the pos- 
sibilities of socia] improvement, 
and overestimate the persistence 
of inborn characteristics. ] 

Ricarpo (David). Correspondence 
of Ricardo with Maria Edgeworth. 
Econ. Journ., Sept. [Letters 
hitherto unpublished, chiefly on 
the potato as food; of interest to 
students of Ricardo.] 

SEvuTEMANN (K.). Ulpianus als 
Statistiker. Jahrb. f. Gesetzg., 
1907, Heft 1. [Ulpian’s rule for 
the application of the lex Falcidia 
does not entitle him to be called 
the first statistician. ] 


II. THE LABOR PROBLEM. 


BapoGtio. Lo statoe le abitazioni 
in Germania. Giorn. 


egli Econ., Sept. 
BELL (R.). Tra eUnionism. Lon- 
don: Jack. 1907. 8vo. pp. 112. 


1s. net. [Sociey Problems Series. ] 
BossE (A.). Die Férderung des 
die Landesversicherungsanstalten. 
G. Fischer. 1907. pp. 101. 


(Heft 1 of Abhandl. des staatsw. 
Seminars zu Jena, ed. by J. Pier- 
storff. ] 


Deutscn (J.). Die Kinderarbeit 
und ihre Bekaimpfung. Ziirich: 
Rascher. pp. 258. 4.50 m. 

[Prize essay at the University of 
Zirich.] 

Devaux (A.). Les sociétés coopé- 
ratives de conservation dans le 
Nord et principalement dans 
l’arrondissement de Lille. Lille: 
Le Bigot. 1907. pp. 200. 3.75 


DewsnupP (E.). The Housing Prob- 
lem in England. Its Statistics, 
Legislation, and Policy. London:. 
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1907. 8vo. pp. 


336. 

Epwarps (Alba M.). The Labor 
Legislation of Connecticut. New 
York: Am. Econ. Assn. (Mac- 
millan). 1907. pp. 822. $1.00. 

[A painstaking investigation. 

GLEICHAUF (W.). chte des 
Verbandes der deutschen Gewerk- 
vereine (Hirsch-Duncker). Ber- 
“Die Hilfe.” 1907. pp. 308. 


m. 
(The author is a trade-union 


leader. ] 

(Paul). Untersuch- 
und Ma‘ en zur Ver- 
tung der freien Gewerkschaft- 
~ en seit 1896. Marburg: Univ. of 

1907. 62. 

(Chi 

. 8). The Law of Trade 
Unions. Being a Text-book con- 
cerning Trade Unions and Labour. 
London: E. Wilson. 1907. Cr. 


52. 2s. 
KaurMman (M.). The Housing of 
the Working Classes and of the 
Poor. London: Jack. 1907. Cr. 


[Sockat Problems Series. ] 


sous la troisitme république. 
oa Rousseau. 1907. pp. 

McMILLAN (M ). Labourand 
Childhood. mdon: Sonnen- 
schein. 1907. 8vo. pp. 222. 


8s. 6d. 
Matvery (Olive Christian). Baby 
Mase Balle 6d. 
raie: studio sociologico-giuri- 
ico. Naples: = Pierro. 1907. 


City. It is painstakingly as well 

as done, and is a 

credit to the Greenwich House 
Marra Scioperi e legh 

‘APPI (A. S.). 

con prefazione del prof. eeies De 

Mi Turin. 1907. pp. 113. 


21. 
(F. S.). Il partito radicale e 


me linee di un programma 
ito radicale. Turin, Rome. 
907. 8vo. pp. 162, 2.501. 
Novicn (B.). Maternit& e lavoro, 
Palermo: R. Sandron. 1907. 
16mo. pp.347. 3.501. 
OrFiciaL (Italian). (Societa 
Umanitaria.) Le condizioni gen- 
erali della classe operaia in Milano 
(salari, giornate di lavoro, reddito, 
ecc.): risultati di un’ inchiesta 
compiuta il 1° luglio, 1908. Milan: 
Ufficio del lavoro. 1907. 8vo. 


pp. 261. 

PornsarD (L.). La production, le 
travail, et le probléme social dans 
tous les pays au début du XxX* 
sitcle. Tome I. Paris: Alcan. 
1907. PR 504. 8 fr. 

Smirx (S.G.). Our Industrial Con- 
flict. New York: Revell Com- 
pany. 1907. pp. 219. 

[Deals mainly with the labor 
problem, but with concluding 
chapter on 

SocreTA Umanitaria. disoccu- 

jone: relazioni e discussioni 
el 1° Congresso internazionale 
per la lotta contro la disoccupa- 
zione, 2-8 Ottobre, 1906. Milan. 
1907. 8vo. pp. 597. 51. 


In Periodicals. 


ABELSDORFF (W.). Die Lohn- 


klauseln in den auslindischen und 
deutschen Submissionsbedingung- 
en. Jahrb. f. Nat. Oek., Sept. 
A review of the measures taken 

different countries to protect 
the wage-earner in contracts for 
public work. ] 

Bowman (Guy). The Labour 
Spain. Albany Rev.,. 

uly. 

Casrati (A.). La politica indus- 
triale delle organizzazioni operaie. 
A proposito di un contratto di 
lavoro in Italia. -I. Riforma 
Soc., July. [A preliminary article 
question, lib- 
erty of labor exist ?] 

(F.). Sel arbitrato obbli- 
gatorio sia possibile nell’ 


coltura. orn. degli Econ., 

ay. [Favors voluntary rather 

than arbitration for 
labor disputes. ] 


agricult 


8 
LEVASSEUR ouv- 
riéres et industrielles en France 
More (Louise B.). 
Budgets. New York: Henry ; 
Holt. 1907. 
[An admirable study of the 
budgets of 200 workingmen’s fami- Mt 
lies on the West Side of New York | 


CroneR(J.). Die Generala’ 
rung in der deutschen Holzindus- 
trie. Jahrb. f. Nat. Oek., Aug. 

FEHLINGER (H.). Das Unterstiitz- 
ungswesen der Gewerkschaften 
in Deutschland. Zeitschr. f. d. 
ges. Staatsw., Heft 38. [Deals 
with the statistics of German trade 
union finance from 1901 to 1905. 

(Alfred). The Trade 
Disputes Act and Freedom of 
Contract. Fortnightly  Rev., 
Sept. [Suggests inter al. that con- 
tracts between unions and their 
members should be made enforce- 
able. ] 

Fersty (Octave). The Labour Move- 
ment in France. Albany Rev., 
June. 

Harms (B.). Methoden des gewerb- 
lichen LEinigungswesens.  Zeit- 
schr. f. Socialw., June. 

HEissneR (W.). Die Gewinnbe- 
theiligung der Arbeiter in Deutsch- 
land. Ann. des deutsch. Reichs, 


1907, 3. 

Lansspury (G.). Unemployment, 
II. Econ. Rev., July. ([Fol- 
lows an article on the same sub- 
ject by A. Mercer in the April 
number. 

LAVERGNE (A. de). _L’assurance 
contre la maladie et les accidents 
en Suisse. Rev. de Sci. et de Lég. 
Fin., V. 2. 

(C.). I primi risultati 
delle ispezioni sull’ applicazione 
delle leggi sul lavoro in Italia. 
Riforma Soc., July. [Facto 
legislation in Italy is not effective. 

Propsrt (P. 8. G.). The Problem 
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- Unemployment. Westm. Rev., 


ug. 

Scnootine (John Holt). The 
Householder’s Nightmare. Nat. 
Rev., July. [A pessimistic fore- 
cast of the workings of the Eng- 
lish ‘*‘Workmen’s Compensation 
Act of 1906.’’] 

Seacer (H. R.). Trade Unions 
and Trusts. Polit. Sci. Quart., 
Sept. [A compact, able article 
maintaining that trade unions an: 
trusts are analogous in their eco- 
nomic effects, and should be regu- 
lated on the same pee 

SELLERS (Edith). Poor Relief inthe 
Balkans. Contemp. Rev., Aug. 

VER Hess (E.). Les pensions ouv- 
rigres d’invalidité et de vieillesse. 
Rev. Econ. Intern., Aug. [An 
account of the Belgian system and 
of the new French projects. ] 

Water (Karl). The Labour 
in Italy. Albany Rev., 


ug. 

Wess (Sidney). Paupers and Old 
Age Pensions. Albany Rev., 
= Concludes that ‘‘it is both 
politically impossible and adminis- 
tratively unworkable to make 
either past or present pauperism 
a disqualification for an Old Age 
Pension.’’] 

WILLOouGHBY (W.F.). L’organisa- 
tion du travail et le gouvernement. 
fédéral aux Etats-Unis. Mus. 
Soc., Sept. 

WoxkurRek (L.). Das Problem der 
werbetreibenden in Oe6esterreich. 
Jahrb, f. Nat. Oek., Aug. 


III. SOCIALISM. 


ALLISTON (Norman). The Case of 
Existence. London: Paul Triib- 
ner. 1907. 8vo. pp. 278. 5s. 

BAUER (Otto). Die Nationalititen- 
frage und die Sozialdemokratie. 
Vienna: Volksbuchhandlung. pp. 

. 840m. 

[Vol. 2 in the series of Marx- 
Studien, edited by M. Adler and 
R. Hilferding. 

Becuaux (A.). socialisme 
@état. L’école individualiste. 
Rousseau. 1907. pp. 332. 

Tr. 


[From the series ‘‘ Les écoles. 
économiques au XX¢° siécle.’’] 
BuacHe (N.). socialisme. 
Méthode et chimére. Paris: 
Cornély. 1907. pp. 400. 3.60 


fr. 

Buss (W. D. P.). A Handbook of 
Socialism. 2d edition. London: 
Sonnenschein. 1907. 8vo. pp. 
302. 38s. 6d. 

— (E.). Socialisme et liberté. 
tude sociologique. Paris: Levin. 
1907. 2.50 fr. 

Jowett (F. W.). The Socialist and 
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the City. London: S. Allen. 
1907. 8vo. 


ion ap in 
1 For the present edition it 
has seooortn revised, but not changed 


Socialism. 
New Tork: tational Civic 
Federation. 1907. pp. 188. 
[Six lectures delivered in 1907.] 
Marx (K.). Capital. Vol.2. Lon- 
don: 1907. 8vo. 


pp. 618. 10s. 6d. 
Edit. by Friederich Engels.) 
Pearson (A.). The Labourer’s 


; or, The Coming Revo- 
Jution. Terry. 1907. 8vo. 2s. 

PLexkHANorr (G.). Anarchisme 
et socialisme. Ghent: Soc. Co- 
opérative. 1907. pp. 100. 

Poock (A.). Socialism and Indi- 
vidualism. London: Sands. 1907. 
8vo. 1s. net. 

PRUDHOMMEAUX (J.). Icarie et 
son fondateur, Etienne Cabet. 
Paris: Cornély. 1907. 

Snowpen (Ethel). The Woman 
London: G. Allen. 

12mo. fen} 1s. net. 
Tdeal 

VANDERVELDE (E.). 

and Industrial Evolution. Transl. 


by 2. P. Farley. 8vo. pp. 262. 


14 Socialist No. 5.] 
Witson (H. e Failure of 
Modern London: 
Drane. 1907. Cr. 8vo. 3s. 6d. 
2 re} ly to Blatchford’s “Not 


Unueen The Revolution in the 
Baltic Provinces of Russia. Lon- 
don: Ind. Lab. Party. 1907. 8vo. 
pp. 110. 1s. 

[A brief account of the activity 
of the Lettish Social Democratic 
Workers’ party, by an active mem- 
ber. Revised and prepared for 
publication by Ernest O. F. Ames.] 


In Periodicals. 


GaRVIN (J. L.). Free Trade as a 
— Policy. Nat. Rev., 


Sept. 
(Vida). Socialism of 
To-day: An Australian View. 

Nineteenth Cent., Sept 

MicHELs (R.). Die So- 
zialdemokratie im internationalen 
Verbande. Eine kritische Unter- 
suchung. Archiv f. Sozialw., 
1907, Heft 1. 

Rist (C.). Origine et caracté 
socialisme d’état. Rev. d’ 
Pol., May, June. 

SrracHEy (J. St. Loe). The Prob- 
lems and Perils of Socialism. Nat. 


Rev., Aug. 


IV. LAND AND AGRARIAN PROBLEMS. 


AtTGER (F.). La crise viticole et la 
viticulture méridionale (1900-07). 
Paris: Giard et Britre. 1907. 
2.50 fr. 

BELGaArRD (M.). Parzellierung und 
innere Kolonisation in den 6 ést- 
lichen Provinzen Preussens, 1875- 
1906. Leipzig: Duncker & Hum- 
blot. 1907. pp. 556. 10m. 

An account of the activities of 

vate persons, associations, land 

ks, as well as of the govern- 
ment commissions. 

(T. B.). The New 
culture. London: Bird. 1907. 


8vo. 
(M.). Les Moéres. Etude 
dune association syndicale de 


desséchement dans la region du 

nord de la France. Lille: Morel. 

1907. pp. 534. 7.50 fr. 
PRACCACHETA (A.). Il movimento 


raio nell’ coltura francese. 
L. Pierro. 1907. 8vo. 
pp. 168. 31 


HARTMANN (F. W.). Die Bewert- 
ung stadtischer Grundstiicke in 
Preussen. Studie iiber Taxme- 
thoden. Berlin: Puttkammer & 
Miihlbrecht. pp. 95. 2.40 m. 

JEBB (L., Miss). The Small Hold- 
ings of England. a of Va- 
ndon: 

—y pp. 458. 


(A.). Les associations 


and enlarged on 
York: Longmans, Green. pp. 221. 
1907. 
| 
| 
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coles, professionelles, et mutu- 
Laveur. 1907. pp. 

Die Agrarf in 
Russland ie biuerliche Wirt- 
schaftsreform und die lindlichen 
Stuttgart: Dietz. 1907. 

p. 278. 2.50 m. 

PE Translated from the Russian, 
and issued by the well-known 
socialist-publishing firm.] 

Nicco.ini (P.). La questione ag- 
raria nella di Ferrara, 
Ferrara. 

NICEFORO (A.).. Ricerche sui con- 
tadini: contributo allo studio an- 
tropologico ed economico delle 
classi povere. Palermo: R. San- 
dron. 1907. 16mo. pp. 208. 31. 

OFFICIAL (France). Les différents 
systémes d’irrigations. Docu- 
ments officiels précédés de notices 
historiques. Tome II. Canada, 
Colombie britannique. Etats-Unis. 
Paris: ——~y 1907. 20 fr. 

Tasca (G.). uestion agraire. 
Commentaire ms de la légis- 
lation rurale en Roumanie, Angle- 
terre, Irlande. Tome I. Paris: 
Giard et Britre. 1907. 7 fr. 

[Another volume upon land leg- 
islation in Russia and Germany 
is to follow.] 


In Periodicals. 


CARDIGAN (Earl J.). The Govern- 
ment and the Land Question. 
Contemp. Rev., July. [The 
demand, by suitable persons, for 
small “hey of land for farming 
purposes [in England], is really 
very limited, indeed.”’ . 

CARPENTER The Land 
Question in a Country Parish. 
Rev., April. "TDeseribes 
conditions in’ an English parish, 
and from these draws conclusions 
as to the proper future English 
policy with regard to the 

CHANNING (Francis A.). 

Lights on Small Holdings 


Month! 
Duwac (A.). Les fédérations d’as- 
Bavitre. 


sociations rurales en 
Mus. Soc., 

Fucus (C. j. ) ie Spekulation im 
modernen Stadtebau. Jahrb. f. 
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Gesetzg., Heft 3. (Stimulated b 
the Eberstadt- Voigt controversy. 
(Ch.). La crise du vin dans 
midi de la France. Rev. d’Eco 
Pol., July. [Aninteresting 
of its causes and of the propos 
remedies. | 

. The Wine Crisis in South 
France. Econ. Journ., Sept. 

Ginskov (Erik). Smail Holdings 
and Land Taxation. Albany Rev., 
May. [An analysis of Danish ex- 
perience. ] 

Hia@es (Richard). A Rational Policy 
of Agricultural Reform. Westm. 


Reyv., Sept. 

HuntTER (Robert). Communal Oc- 
cupation and Enjoyment of the 
Land. Nineteenth Cent., Sept. 
[Sketches the causes for abandon- 
ment of the common field cultiva- 
tion. Severalty ownership is nec- 
essary, but its limitations should 
be borne in mind. 

JEBB (Miss L.). The English As- 
pect of the Small Holding Ques- 


tion. Econ. Journ., June. 
Kayser (E.). Weinbau und Win- 
zer im Rheingau. Ein Beitrag zu 
den Agrarverhaltnissen des Rhein- 
ues. I. Jahrb. f. Gesetzg., 
eft 3. 
Levy (H.). Die kleinen Giiter in 


der neuesten Agrarstatistik Eng- 

OHR eitrige zur Frage er 
Bodenspekulation und ihrer Ge- 
vues. Jahrb. f. Gesetzg., Heft 

[Shows the profits o: ‘urban 
a estate companies, especially 
in Berlin. 

Rupuorr (H. L.). Der landwirt- 
schaftliche Warrant. Seine Ent- 
stehung, seine Resultate und die 
Gezetzgebung in Frankreich. 
Jahrb. f. Gesetzg., Heft 3. [An 
account of the French Act of 1898. ] 

Per la trasformazione 
industriale della terra italiana. 
Riforma Soc., June. [A brief de- 
scription of the “Istituto di Fondi 
Rustici,’? founded with a capital 
of 25 million lire to buy, ame- 
liorate, and sell in small peasant 
holdings poorly cultivated land in 
Southern Italy.] 

UNSIGNED. Parliament and the 
— Land Bill. Edinb. Rev., 

uly. 
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V. POPULATION AND MIGRATION. 


Bray id A.). The Town 
Child “London: T. F. Unwin. 
1907. 8vo. pp. 344. Te. 6d. 

(M.). Population 

London: Chap- 
1907. Cr. 8vo. pp. 
140, 2s. 6d. 


(Great Britain). Fifth 
Report of Royal Commission on 
“Congestion in Ireland with Evi- 
dence. 1907. 2 Parts. pp. 3629, 
3630. 2s. 10d. 

TENNEY A.). De 

ion. ew 
York: Columble Univ. Press. 
1907. pp. 89. 


In Periodicals. 
Benepuce (A.). Della natalita e 
della fecondita. Giorn. degli 
Econ., Aug., Sept. 
CARANO-DoNVITO (G.). Emigra- 
zione e finanza. Riforma Soc., 


Aug. 

LESTRADE (Vcte C. de). L’é 
tion dans l’Italie 
Rev. m. Intern. ao 
author believes that —_ tal 
must be further equip wi 
railways, and irrigating 


( de). Appunti sull’ emi- 
dalla Calabria. Riforma 
ay. 


VI. TRANSPORTATION. 


Fucus (H.). Geschichte der bad- 
ischen Giitertarifswesen bis zur 


ork: Macmillan. 1907. $1.50. 
[Describes the d of 
restrictive legislation since the 
Interstate Commerce Law.] 
JAENSCH (Geo.). Die deutschen 
Dampfersubventionen, ihre Ent- 
Wirkusgen. “Berlin. “i001. 
ungen. n. 
173. 2.50 m. 


author is a post-office 

Jeans (J. S.). Waterways and 
Water Transport, etc. London: 
Spon. 1907. &vo. 9s. 

Le Boureeors (F.). Postes, 


téléphones. Frei 
1907. pp. 


3.50 

(A.). Der Splii als 
ostschweizerische yim 
Verkehrs-politische 
Zirich: & Co. 


Ve Volksw. Studien. ] 
PayeEN (F.). Des concessions de 
chemins de fer d’intérét local et 


Rousseau, 
pp. r. 
(G.). rachat des chemins 
de fer. Examen des intéréts des 
compagnies, du public, des fi- 
nances, et del’état. Paris: Dunod 
et Pinat. 1907. 2.50 fr. 
VARRET (J.). Du prix de trans- 
pet par chemins de fer. Etude 
nomique et théorique. Paris: 
Rousseau. 1907. pp.176. 4 fr. 
UnsieNep. The Port of London 


and the Thames . Lon- 
don: Sonnenschein. . 
pp. 200. 12s. 


6d. 
an series of expert studies and 
reports. ] 


‘In Periodicals. 


Drepennorst (F.). Die wirthschaft- 
liche Bedeutung der Mosel und 
Saarkanalisierung. Ann. des 
deutsch. Reichs, 1907, 5. 

Newcoms (H. T.). Rebates. Yale 
Rev., Aug. [Concludes that ade- 
quate laws against rebates can be 
made and generally enforced, but 
an unsound law will always lack 
sufficient support to secure its 

Wrieminenaus (A.). Der Rhein 
und die Schiffahrtsabgaben. Jahrb. 
f. Nat. Oek., Sept. 


= 
Reform von 1877. Karlsruhe: G. 
Braun. 1907. PP. 104. 1.80 m. 
{in Volksw. Abhandl. der bad- 
Hochschulen. ] 
HaInes Railway Cor- 
rations as Public Servants. New 
| 
{ 
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VII. FOREIGN TRADE AND COLONIZATION. 


Boreut (R. v. d.). Handel und 
Cc. L. 
Hirschfeld. pp. 560. 17.50 fr. 

[Second tion; the first ap- 
red in 1904. In the series 
and- und Lehrbuch der Staats- 
wissenschaften, edited by M. 


pp. 287. 51. 

Cuevans (H.). La mise en valeur 
de |’ Afrique occidentale francaise. 
Paris: Alcan. 1907. 6 fr. 

Depincé (C.). Congres colonial de 
Marseille. Compte rendu des 
travaux. 4 vols. Paris: Challa- 
mel. 1907. 70 fr. 

[These four volumes of 600 or 
more each form a sort of en- 
-_ ia of French coloniza- 
tion. 

GIRAULT (A.). Principes de colon- 
isation et de législation coloniale. 
Troisitme édition, revue et aug- 
mentée. Tome I. Paris: 
et Tenin. 1907. 6.75 fr. 

GRAHAM (J.) and OLIVER (G. A. S.). 
French Commercial Practice con- 
nected with the Export and Im- 
port Trade to and from France, 
the French Colonies, etc. Part 2. 
London: Macmillan. 1907. 8vo. 


pp. 436. 4s. 6d. 

Grosst (V.). Il cafft del Brasile 
nel commercio internazionale, con 
speciale riguardo li interessi 
italiani. Rome. 1907. 4to. pp. 


81. 

Levy (H.). Ausfuhrzélle und die 
deutsche Handelspolitik. Im 
Auftrage der Aeltesten der Kauf- 
mannschaft von Berlin bearbeitet. 
Berlin: G. Reimer, 1907. pp. 
68. 1.50 m. 

Mitts (J. Saxton, M.A.). Land- 
marks of British Fiscal History. 
1907. 1s. 

Mour (P.). Eine Studie iiber die 
franzésische Land- und Siede- 
in Algerien. Berlin: 
W. Sisserott. 1907. pp. 245. 6m. 

(W.). ie Export- 
politik der Kartelle. Die handels- 
polit. Bedeutung des Kartell- 
wesens. Leipzig: Duncker & 
Humblot. 1907. pp. 127. 2.80m. 


OLIVIER (M.). Le Sénégal. Paris: 

Larose. pp. 483. 7.50 fr. 

[Published in connection with 
the colonial exposition at Mar- 
seilles. 

WELSsFoRD (J. W., M.A.). The 
Strength of Nations: An Argu- 
‘ment from History. 1907. 5s. 

[An examination of the fiscal 
question in the light of European 
history. ] 


In Periodicals. 


BEAUCLERK (F). Free Trade in 
India. Econ. Rev., July. 

DEAKIN (Alfred). A Plea for Im- 

rial Preference. Nat. Rev., July. 
[he first part of the speech de- 

vered by Mr. Deakin (Premier 
of the Australian Commonwealth) 
at the Imperial Conference on 
April 30.] 

Fanno (M.). La colonizzazione, il 
movimento operaio e la questione 
sociale. Riforma Soc., July. 
[Discusses in a general way the 
relation between colonization and 
the labor problem. ] 

Frivux (A. W.). Canadian Tariff Re- 
vision.—Note. Econ. Journ.,June. 

Natour (F.). Commercio inter- 
nazionale e politica commerciale. 
Riforma Soc., June. [An admir- 
ing summary of de Francisci’s 
** Commercio internazionale.’’] 

Pieaou (A. C.). The Incidence of 
Import Duties.—Note. Econ. 
Journ., June. 

Ricci (U.). Travisamenti della te- 
oria degli scambi internazionali. 
Giorn. degli Econ., June. [A 
sharp criticism of Fontana-Russo’s 
‘*Trattato di politica commer- 
ciale,’”’] 

ScutLpeEr (S.). Die Kolonienin der 
Weltwirtschaft. Zeitschr. f. So- 
cialw., July. 

. Die Tropen in der Welt- 
wirtschaft. Zeitschr. f. Socialw., 
June. 

Sensini (G.). Teoria dei cambi 
esteri. Giorn. degli Econ., June. 

WotrF (J.). Die ersten drei Jahre 
des mitteleuropiischen Wirt- 
schaftsvereins. Zeitschr. f. So- 


cialw., July. [Report of favorable. 


progress. ] 


CAVARRETTA (G.). La clausola 
della nazione pit favorita. Pa- 
lermo: A. Reber. 1906. 8vo. 
{ 
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VIII. MONEY, BANKING AND EXCHANGE. 


Burr (S.). Dergegenwi Stand 
und die Zukunft des eckver- 
kehrs in Deutschland. Munich: 
1907. pp. 114. 


). Monnaie et banque. 
Principes. Traduit par R.-G. 
Levy. Tome I. Paris: Giard et 
Briére. 1907. 10 fr. 
DepirreE (E.). Les caisses de liqui- 
dation des opérations & terme sur 
dises. Etude économique 
et juridique. Paris: Rousseau. 
pp. 212. 4 fr. 
ox (iL). La question 
en Onis 
rose. 1907. pp. 417. 6 fr. 
Easton (H. T.). Money, Excha 
ond Lapel hope 
eore an pects, 
London: Pitman. 100. 8vo. pp. 
ion, revised.] 
tion, 
Favre (J Les banques au Méx- 


(H. ) et Recius(L.). Précis 
de mathématiques commerciales et 
financitres. Paris: Delagra 


ve. 
1907. 6 fr. 

[A text-book of financial and 
exchange computations for stu- 
dents in commercial schools. ] 

HEmeEMANN (P.). Zur Entwicke- 
lung des deutschen Sparkassen- 
wesens unter besonderer Beriicks. 


der Postsparkassenf: Halle: 
m. 


HENNICKE (A. ). Die meena 


der spanischen Wiahrung, 1 


128. 
Minchener Volksw. Stu- 


en. 

KEMMERER (E. W.). Money and 
Credit Instruments in their Rela- 
tion to General Prices. New York: 
Henry Holt. 1907. pp. 160. 

[A valuable essay, the first in a 
series of studies from 
versity. Conclusions are 
ally favorable to the ‘quantity 
theory.”’] 


Lanaye (C.). Cours spécial de 
comptabilité financiére. Théerie, 
pratique, arithmétique et comp- 
tabilité des opérations de banque, 
de bourse, et de change. Liége: 
Oessain. 1906. pp. 365. 9 fr. 

Launay (L. de). L’or dans le 
monde. Géologie, extraction, 
économie politique. Paris: Colin. 
1907. 3.50 fr. 

Nrxon (A.) and Srace (J. H.). 
Accounting and Banking. Lon- 

484. 10s 
TurRNER (B. B.). Commerce and 
Banking. An Introductory Hand- 
book. London: Sonnenschein. 
1907. Cr. 8vo. pp. 270. 1s. net, 
[Cheap ‘edition} 


In Periodicals. 


Betrort (Roland). Stagnation on 
the Stock Exchange. Albany 
Rev., Sept 

Cw. E.). Die moderne 
Bankenkonzentration. Zeitschr. 
f. Socialw., July. [A summary of 
recent literature on the subject. } 

D1o0G@EeNEs (Ishmael). The Price of 
Consols. Westm. Rev., Aug. 
[Attempts to account for the de- 
cline in value of British consols.] 

Francois (G.). Il tasso di sconto 
della banca } Francia. Giorn. 
degli Econ., Aug. 

ys (G.). Why is Interest High? 
Rev. of Rev., New York, Sept. 

Noyes (Alexander). Gold Output 
and er Cost of Living. At- 
lantic, [An elaborate argu- 
ment to hel that even a con- 
stantly increasing gold produc- 
a prolon collapse if prices are 
inflated and capital absorbed on 
the scale of the past few years. | 

ScHACHNER (R.). Das 
Sparkassenwesen mit fiir das 
deutsche und dsterreichische 
6ffentliche Sparwesen  vorbild- 
lichen Einrichtungen. Jahrb. f. 
Nat. Oek., July. 

Sopa (Kiichiro). Die neue Knapp- 
sche Geldtheorie und das Wesen 
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